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Controlled Companies of 
AMERICAN DISTRICT TELEGRAPH COMPANY 
A NATIONWIDE ORGANIZATION 
Executive Offices 


155 Sixth Avenue, New York 13, N. Y. 


WILMINGTON WAREHOUSING CO. 


protects its property .... 
gets better FIRE and BURGLARY all 


PROTECTION and 


Twice within six months, officials of 
the Wilmington Warehousing Co. experi- 
enced, first-hand, the all-round effec- 
tiveness of ADT Automatic Protection 
Services. 

The warehouse is protected by a com- 
bination of ADT Central Station Sprin- 
kler Supervisory and Waterflow Alarm 
and ADT Burglar Alarm Services. Man- 
ager Harry E. Fischer’s endorsement is 
typical of the satisfaction expressed by 
thousands of business executives from 
coast to coast who are obtaining better 
protection at lower cost through com- 
plete ADT Automatic Protection. 

Whether your premises are new or 
old, sprinklered or unsprinklered, the 
appropriate ADT Fire Alarm Service 
will detect fire and notify the fire de- 


partment automatically. ADT Burglar 
Alarm Service will automatically sum- 
mon police when burglars attack. ADT 
Heating and Industrial Process Super- 
vision will automatically detect and re- 
port other abnormal conditions. 

ADT safeguards, electrically, many 
billions of dollars’ worth of tangible 
and intangible assets owned by 57,000 
subscribers in more than 1,600 munici- 
palities. An ADT specialist will be glad 
to show you how combinations of au- 
tomatic services can protect your prop- 
erty, profits and employees’ jobs by 
minimizing fire and burglary losses. 

Call our lecal sales office if we are 
listed in your phone book; or write to 
our Executive Offices. 
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At 6:01 p.m» March 10, 1954, fire started in A 
our men locker room and was FamediatelY 
reported somatic? to the fire department: 
q Though our sprinkler syste™ pad the fire prac: $ 
4 tically under control wher the engines arrived: 
your water flor’ alarm service notified the fire 
Jeparement in time to prevent excessiv@ qwater 
damage: 
- On the night of september 15, 1954> ADT S A : 
again proved its value when two strangers were 
caught inside the puildins- 
Besides the above © cient services we save 
53,150 year over the cost of protection for- 
merly maintained We want you to know that we 1 
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DIRECTORY 
THE NATIONAL AND CHAPTER OFFICERS OF 
@ NATIONAL INSURANCE BUYERS ASSOCIATION, INC. 


NATIONAL OFFICERS AND DIRECTORS 


B. E. KELLEY, President JOE T. PARRETT, 2ud Vice-President H. STANLEY GOODWIN, Treasurey 
United States Plywood Corporation Carnation Company McKesson & Robbins, Inc. 
New York, N. Y. Los Angeles, California New York, New York 
PETER A. BURKE 
FRAZIER S. WILSON, Ist Vice-President Managing Director and Secretary 
United Air Lines, Ine REGIONAL VICE-PRESIDENTS New York, New York 
Chicago, Hlinais VERNON S. GORNTO 
Smith Dougiass Company, Ine. tock 
R. BOETTCHER Nortolk, Virginia 
Geo. A. Hormel & Co. 
Austin, Minnesota FRED W. GREENLAW MERRITT C. SCHWENK, Ir. 
Kaiser \luminum & Chemical Corporation Fruechauf Trailer Company 
Wo oH CLEM Oakland, Calitornia Detroit, Michigan 


Schlumberger Well Surveying Corporation 
CLARENCE M. KING 


Minnesota Mining & Manutacturing Co. 


DIRECTORS St. Paul, Minnesota 
ERNEST b.. CLARK J. DOUGLAS HANLEY 
e 1. © Penney Company Pittsburgh Consolidation Coal Company GEORGE E. ROGERS 


Wen York, New York Robert Gair Company, Ine. 


New York, New York 


Pittsburgh, Pennsylvania 


JAMI : RI ry GEORGE To HEINRICH PAUL H. SCHINDLER 
Phe Upjohn Company Caterpillar Tractor Co. Youngstown Sheet & Tube Co. 
Kalamazoo, Michigan Peoria, Hlinois Youngstown, Ohio 

RUSSELL B. GALLAGIIER ROY L. JACOBUS LESLIE M. VAN DEUSEN 
Phileo Corporation Ford Motor Company Sugar Refining 
Philadelphia, Pennsylvania Dearborn, Michigan 

bk. HAPL WILLIAM J. JONES LOWE H. WIGGERS 
Pillsbury Mills, Ine The First National Bank of Portland The Procter & Gamble Company 
Minneapolis, Minnesota Portland, Oregon Cincinnati, Ohio 


OFFICERS 


AND MEETING PLACES 


NORTHERN CALIFORNIA CHAPTER NEW YORK CHAPTER 
Meetings 3rd Wednesday of each month. Dinner, 6:00 P.M. Meetings—4th Thursday each month, except July and August. Luncheon, 
President J. E. Moriarty, The Robert Dollar Co., San Francisco 2:20 P.M 


*. Lasater, Rosenberg Bros. & Co., Inc., San Francisco President Claude H. Rice, The Babcock and Wilcox Company, New York 


Vice-Pres.--E 


Secretary J. VY. Holstein, California Packing Corporation, San Francisco 1st Vice-Pres..-Raymond Cox, Arabian American Oil Co., New York 
Treasurer KF. LL. MeCarthy, Crocker First National Bank, San Francisco 2nd Aig W. D. McGuinness, The Port of New York Authority, 
y ork 
SOUTHERN CALIFORNIA INSURANCE BUYERS ASSOCIATION Secretary —-E. W. Pickel, Foster-Wheeler Corporation, New York 
Meetings 3rd Wednesday of each month. Dinner, 6:00 P.M. Treasurer—H. S. Goodwin, McKesson & Robbins, Inc... New York 
President W. F. Peterson, American Potash & Chemical Corp., Los Angeles 
Vice-Pres. -C. H. Weaver, The Flintkote Co., Los Angeles CINCINNATI CHAPTER : 


Meetings—-1st Wednesday each month, except July and August. Luncheon, 
12:00 Noon 
President -Charles H. Thiele, Federated Department Stores, Inc., Cincinnati 


Secretary -E. C. Jones, Southern California Edison Co., Los Angeles 
Treasurer Mrs. Anne Williams, California Trust Company, Los Angeles 


CENTRAL ILLINOIS INSURANCE MANAGERS ASSOCIATION Vice-Pres.._F. A. Schaefer, Crosley-Division Aveo Mfg. Company., Cincinnati 
% Meetings 2nd Thursday of each month. Bloomington, Hlinois Treasurer T. J. McAdams, The Kroger Company, Cincinnati 
President G. T. Heinrich, Caterpillar Tractor Co., Peoria Asst. Treas. A. T. Reis, Gruen Watch Company, Cincinnati 
Vice-Pres. F. G. Sutherland, Mlinois Power Company, Decatur Secretary -R. S. Hayden, Armco Steel Corperation, Middletown 
Secty.-Treas. A. A. Baker, Funk Bros. Seed Co., Bloomington PORTLAND, OREGON, CHAPTER 
MARYLAND CHAPTER Meetings —\st Wednesday of each month. Dinner, 6:00 P.M. 
President--T. V. Murphy, The Maryland Drydock Company, Baltimore President M. A. Gudman, Industrial Air Products, Portland 
Vice-Pres. Robert M. Cone, Olin Mathieson Chemical Corporation, Baltimore Vice-Pres.H. Retzloff, Fred Meyer, Inc., Portland 
Secty.-Treas.. Miss E. C. Jacobs, The Maryland Drydock Company, Baltimore Secty.-Treas. R. E. Klein, Fireman Mfg. Co. 
MID-WEST INSURANCE BUYERS ASSOCIATION, INC. DELAWARE VALLEY CHAPTER 
Meetings 3rd Thursday of each month. September through May. Dinner, Meetings 3rd Monday each month. Dinner, 6:00 P.M. 
6:00 P.M. President. -Frank W. Pennartz, Food Fair Stores, Inc., Philadelphia 
President. Robert B. Myers, Fairbanks, Morse & Co., Chicago Vice-Pres. J. Stephen Peters, Pennsylvania Salt Mfg. Co., Philadelphia 
Vice-Pres. ©. Henry Austin, Standard Oil Co., Chicago Secretary — F. Walter Norcross, The Budd Company, Philadelphia 
Secretary Ann Auerbach, Goldblatt Bros. Inc., Chicago Treasurer Samuel B. Wainer, Penn Fruit Co., Philadelphia 
Treasurer Louis J. Ronder, Continental Il. National Bank & Trust, Chicago Asst. Secy.-Harry R. Sage, Mutual Rendering Company, Inc., Philadelphia ‘ 
Asst. Treas. David Day, R. M. Hollingshead Corporation, Camden, N. J. 
MINNESOTA CHAPTER 
- Meetings 4th Tuesday of each month. Dinner, 6:30 P.M. HOUSTON AREA INSURANCE BUYERS ASSOCIATION 
President. A. Don Marvin, Green Giant Company, LeSuer President. E. C. Stokley, Dow Chemical Company, Houston, Texas 
Vice-Pres..-H. V. Noland, M. F. Patterson Dental Supply Co. of Minn., Vice-Pres.-G. L.. Foley, Humble Oil & Refining Company 
St. Paul Meetings 
Secty.-Treas. Paul Mucke, Gamble-Skogmo, Inc., Minneapolis Secretary-Treasurer—-F, G. Cox, Schlumberger Well Surveying Corporation 
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Buyers of 
insurance 


for commerce 
and industry 


BUSINESS EXECUTIVE 


BROADEST PROTECTION 
* LOWEST PREMIUM 
* BEST BROKERAGE SERVICE 5 


How J& H can help you 


You benefit from our experience of over a cen- 


tury; our organization—skilled technicians in 


fire, marine, casualty, group insurance, and pen- 
sion fields. We have separate departments to 
help you reduce rates, control losses, adjust 
claims, and provide actuarial service. 


To find out about our extensive services, write 


or phone—a J&H representative will call. 


JOHNSON & HIGGINS 


INSURANCE BROKERS — AVERAGE ADJUSTERS 
Employee Benefit Plan Consultants 


63 WALL STREET - NEW YORK 5 


Chicago - San Francisco + Los Angeles - Detroit + Cleveland + Philadelphia - Pittsburgh 


Buffalo Seattle Wilmington + Vancouver Winnipeg Montreal Toronto|- Havana London 
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In Memoriam 


“The Moving Finger writes: and 
having writ, 

° Moves on: Nor all your Piety 
nor Wit 

Shall lure it back to cancel 
half a line, 

Nor all your Tears wash out 
word of it.” 


Thus we mourn the loss of Ray S. Bass. His untimely death 
leaves a void in The National Insurance Buyers Association. 


As one of the incorporating directors and an officer of NIBA, 
he gave unstintingly of his time and knowledge. Much of 
our present success can be attributed to his foresight and 
ability. 

Our sympathy is extended to his family, friends, and mem- 
bers of A. E. Staley Manufacturing Company of Decatur, 


Illinois — of which he was Treasurer. 


March 8, 1955 
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make insurance and cause to be insured, upon all kinds of lawful 


Do 


goods and merchandise, laden or to be laden on board vessel _—— as per form attached 


At and from as per form attached 


For account of Whom It May Concern-Loss, if any, to be paid in funds currepf’in the United States 


¢ loading thereof on board 
‘oods and merchandise shall be 
agreed upon in writing hereon. 
‘and stay at, any ports or places, if 
insurance, 


Beginning the adventure upon the said goods and merchandise, from and immediately foll 
of the said vessel, at Port of Shipment ag aforesaid, and so shall continue and endure until the 
safely landed, at Port of Destination as aforesaid, and for any further term that may be s 
AND it shall and may be lawful for the said vessel in her voyage to proceed and sail to 
thereunto obliged by stress of weather or other unavoidable accident, without prejudice 


to bear and take upon itself in this voyage, 
e, notwithstanding any extension of coverage 
Barratry of the Master and Mariners, and all 
riment or damage of the said goods and merchandise 
1 and necessary to and for the Assured, his or their 
e defense, safeguard and recovery of the said goods and 

r shall the acts of the Assured or this Insurance Company, 
disaster, be considered a waiver or an acceptance of an abandon- 
and quantitusnl the sum 


TOUCHING the adventures and perils whico this Insurance Company is c 
they are of the Seas, Fires, Rovers and/or Assailing Thieves (but only while 
provided under this policy, unless otherwise specifically agreed), Jettisons, Cy 
other like perils, losses and misfortunes, that have or shal] come to the h 
or any part thereof. And in case of any loss or misfortune, it shall] Se 
factors, servants and assigns, to sue, labor and travel for, in and 
merchandise, or any part thereof, without prejudice to this insur 
and preserving the property insured, in gase 

ereof, this Company tribute accordig 


in recovering, 
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insured. 


Getting the Most out 
MARINE INSURANCE 


“By means of a policy of insur- 
ance it cometh to pass that upon the 
loss or perishing of any ship there 
followeth not the undoing of any 
man but the loss lighteth rather 
easily upon many than heavily 
upon too few.” 

This definition of marine insur- 
ance, contained in an Elizabethan 
statute of 1601, is a good one today 
in spite of its being couched in the 
quaint language of that period. The 
principal difference is that today 
marine insurance has a much 
broader application than mere cov- 
erage of a shipowner against the 
loss of his ship or the loss of mer- 
chandise carried in the vessel. 

Virtually every shipper of over- 
seas cargo uses marine insurance, 
for it is so much to his advantage 
to insure his merchandise that it is 
rare indeed that goods move in 
foreign trade without this coverage 
against loss or damage. Because of 


its scope and nature, the subject 
of marine insurance in all its phases 
is a complicated one to those out- 
side the business. Not all shippers 
understand how far it can go to 
protect them. Nor is every shipper 
aware that the marine insurance 
broker can often, through his spe- 
cialized knowledge of the subject, 
save him money. 

Marine insurance is so vital to 
the shipper of cargo that facilities 
for insuring cargoes can be classed 
with such essentials as frequent, 
direct steamship services, port 
facilities for handling and expedit- 
ing cargo, and freight forwarding 
services. Thus it is significant that 
the Port of New York, superior in 
all these services and facilities, is 
also the greatest marine insurance 
center in the country. Not only 
virtually all of the large marine in- 
surance companies either have 
their headquarters in New York 
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City or have offices there, but the 
city is headquarters for more ma- 
rine insurance brokers than any 
other. 

Today the term marine insurance 
embraces many forms of coverage 
which are not directly marine risks. 
For example, it can be used to 
insure against all kinds of loss or 
damage from such _ non-seagoing 
types of transportation equipment 
as aircraft, automobiles and other 
vehicles of every kind. It not only 
insures the usual kinds of cargo but 
such out-of-the-ordinary ones as 
bullion, precious stones, securities, 
evidences of debt and other valu- 
able documents as well. 

In the remote event that cargo 
moves by submarine, marine insur- 
ance can cover it. Air cargo can be 
protected by it. So can freight mov- 
ing overland by truck or camel- 
back. And marine insurance cover- 
age can include the period from the 
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time goods leave the warehouse at 
the point of origin until they reach 
the warehouse at destination in due 
course of transit. It even extends, 
with certain exceptions, to various 
accessories to transportation, such 
as bridges, tunnels and means of 
communication, and to the carriage 
of valuables by messenger. 

In any marine insurance trans- 
action the seller is the marine 
underwriter — the company which 
issues the policy. Usually more than 
one company is involved; in the 
case of a ship worth several mil- 
lions of dollars, or of a large cargo, 
also very valuable, as many as a 
hundred marine underwriters may 
be interested, each taking a share 
of the total risk. 

The buyer in a marine insurance 
transaction involving cargo is the 
shipper or the owner of the cargo. 
Between the two parties is the 
marine insurance broker. 

The marine insurance broker is 
the intermediary between the ship- 
per and the insurance underwriters. 
In other words, he is the shipper’s 
agent in placing marine insurance. 
He is valuable to the shipper 
because he is an expert on the plac- 
ing of marine insurance. A good 
broker has the shipper’s interest at 
heart. It is his responsibility to 
obtain for his client the wisest and 
soundest protection at the most 
economical cost. 

Extraordinary ability, skill, 
knowledge and good judgment are 
required both of the ocean cargo 
underwriter and the marine insur- 
ance broker. Premiums for marine 
insurance coverage are not stand- 
ardized. They vary with a number 
of factors. Chief among these con- 
siderations is the cargo which is to 
be shipped — and its nature, how 
it is packed, how shipped overland 
to or from the port of departure or 
destination, what type of ships are 
used to transport it. Other factors 
include conditions at the ports of 
departure and destination, world 
economic and political conditions, 
and many others. 


Marine insurance risks change as 
these factors change, and the cost 
of marine insurance is directly 
dependent upon these changes. 
Thus both the marine underwriter 
and the insurance broker must have 


a wide knowledge of a great many 
things which at first might not seem 
to be closely connected with such 
an occupation as selling and placing 
insurance. 

For example, they must acquire, 
by constant study, observation! and 


experience expert knowledge of 
commodity characteristics and 
there are thousands of differ- 


ent commodities carried regularly 
aboard the ships that enter and 
depart from the New York - New 
Jersey Port in world trade each 
year. 

A knowledge of world port condi- 
tions is essential, too. Can a certain 
cargo item be handled properly at 
the overseas port to which it is to 
be shipped? Will a shipment be 
delayed because of shortage of 
labor or other labor conditions 
at another? Is proper connect- 
ing transportation available? What 
effect will climatic conditions at a 
given port have on the cargo or its 
prompt discharge? These and other 
questions must be answered, either 
by reports of their own representa- 
tives at the principal ports of the 
world or the overseas correspond- 
ents of the Board of Underwriters 
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of New York. 

Is the cargo to be shipped over- 
seas properly packed for export? 
How is it to be transported to the 
port of departure? Aboard what 
ship will the cargo move and what 
is her Lloyd’s rating? And what is 
the previous experience with this 
particular cargo as shown by 
detailed loss and damage records 
kept over a period of years? 

Even world politics come into the 
picture. Changing political condi- 
tions have their effect on cargo 
risks — changes in governments, 
uprisings or war. The alert under- 
writer and broker keep abreast of 
these things by reading newspapers, 
magazines and trade reports. 

It has already been said that the 
marine insurance broker, as the 
agent of the shipper, can save his 
client money by his knowledge of 
the marine insurance market. To 
obtain the greatest economies the 
broker must have the _ shipper’s 
cooperation, however. For the best 
results it must be a two-way proc- 
ess: the broker must place the ship- 
per’s insurance so that it will pro- 
vide the best possible protection 
(Continued on page 6) 
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(Continued from page 5) 
at the lowest cost; the shipper, in 
turn, must do his part by seeing 
to it that his shipping procedure is 
in line with the requirements for 
obtaining low-cost insurance. 

Here is a brief summary of 
recommendations to shippers pre- 
pared by the American Institute of 
Marine Underwriters and adopted 
by the International Union of Ma- 
rine Insurance as part of their 
“Recommendations for Cargo Loss 
Prevention.” It should be kept in 
mind that these recommendations 
are concerned with prevention of 
loss and damage to cargo and that 
cargo risks, on which marine insur- 
ance rates are based, are to a large 
degree determined by loss and 
damage experience — the lower the 
record of loss and damage claims, 
the lower the rate. 


1. Packing 

(a) Learn the conditions of 
transportation and storage normal 
to each veyage, so that packing 
requirements will be known. 

(b) Test packings by dropping 
on edges and corners from varying 
heights, vibration, pressure, expo- 
sure, etc. If possible, determine ade- 
quacy of packing on arrival of ship- 
ments. 

(c) In some cases a minor change 
in design of a product may make it 
more adaptable to overseas ship- 
ment and be cheaper than a major 
improvement in packing. 

(d) If product is fragile or readily 
damaged by moisture or contact 
with other cargo, the interior pack- 
ing may be more important than 
the external package. 

(e) Stamp your products with 
some means of identification in case 
the outer container should be 
destroyed or become unidentifiable. 

(f{) Employ permanent and re- 
sponsible shipping room clerks and 
packers and check shipping room 
practices and procedures at reason- 
able intervals. 

(g) If the product is valuable, 
edible, readily disposable or other- 
wise attractive to thieves, do not 
indicate nature of contents by ex- 
ternal marking. Make pilferage as 
difficult as possible by design of 
packing, strapping and sealing. 

(h) For reshipped merchandise 
address to port of loading, remove 
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old labels, shave off old marks and 
restencil as necessary. 

(i) Ask your overseas customers 
to report any dissatisfaction with 
condition of delivery that can be 
attributed to packing. Secure spe- 
cial reports from customers when 
new methods of packing are tried. 

(j) Advise consignees to author- 
ize customs broker and forwarder 
to provide strapping or seals for 
cases recoopered or surveyed at 
pier or following examination by 
customs, if this is not otherwise 
provided and extensive onward 
transit is involved. 


2. Delay and Exposure 

(a) Deliver goods in time for 
proper planned stowage by the car- 
rier —not before. Consult your 
shipping agent to avoid unneces- 
sary exposure or last minute de- 
livery, unless the latter is requested 
for stowage of valuable goods in 
special cargo lockers. 

(b) Urge your customers to take 
prompt delivery of shipments; tell 
them it will reduce insurance cost 
in the long run. 

(c) Send shipping documents 
promptly. Consignees cannot take 
prompt delivery if unable to pro- 
ceed with necessary formalities. 
Copies of invoices, packing lists 
and bills of lading should be air- 
mailed if originals go by steamer 
mail. 

(d) Enclose packing list in each 
shipping container where practica- 
ble particularly those containing 
mixed lots or incompletely filled. 
This will facilitate customs inspec- 
tion. 


3. Handling and Stowage 

Handling and stowage can be 
improved by shippers select steam- 
ship companies, other carriers, for- 
warders and customs brokers who 
show a definite interest in loss pre- 
vention. Some of the means 
provided by reliable steamship 
companies include an_ individual 
charged with responsibility of 
cargo loss prevention; special guard 
service, locked or guarded areas or 
cribs for valuable cargo or dam- 
aged containers at piers or termin- 
als; special stowage for valuable 
cargo; special gear for loading and 
discharge of cargo requiring spe- 
cial handling; provision of forced 
ventilation of conditioned air to 


prevent “sweat” damage in the 
hold; proper receipt of goods de- 
livered and acceptance of reason- 
able receipts for goods delivered; a 
fair claims policy and acceptance 
of responsiblity for loss or damage 
that may reasonably be attributed 
to improper handling, stowage or 
protection. 


4. Claims Recoveries 
Suggest to consignees that they: 
(a) Report loss or damage to 

your insurer’s claims agent imme- 
diately it is discovered and invite 
carrier to attend survey. If discov- 
ered on dock, have survey made 
there without delay. Follow in- 
structions of the claims agent. 

(b) File claim against carrier 
without delay, even though full ex- 
tent of damage is not immediately 
apparent. 

(c) Report full circumstances to 
insurer’s claims agent well before 
expiration of time specified by con- 
ditions of bill of lading (usually 
twelve months). 

Thus the shipper, by following 
these recommendations, helps him- 
self, through his broker, to obtain 
the lowest possible marine insur- 
ance rates. Premiums are deter- 
mined entirely by the risk the ma- 
rine underwirter assumes; when 
experience shows that goods are 
well packed, properly shipped and 
well protected in transit, the cost 
of the insurance will be low. 

In selecting the steamship com- 
panies and other carriers which 
will transport his merchandise, and 
the freight forwarder who will 
handle many shipping details im- 
portant in their relation to marine 
insurance costs, the shipper will 
do well to consider that the New 
York-New Jersey port provides a 
wider selection of such reliable 
services than any other port. 


By Clifford L. Alderman, Editor 
“Via Port of New York” publica- 
tion of The Port of New York 
Authority. 


SUPPORT 
YOUR CRUSADE 
FOR FREEDOM 


The National Insurance Buyer — March 1955 


ig 
— 
= 
“8 


Robert B. Myers, President 
Mid-West Buyers Association, Inc. 
Mr. Myers received his B. Ph. 

from Wheaton College and J. D. 


from De Paul University Law 
School. He is a member of the Chi- 
cago Bar Association and has been 
Manager of the Insurance Depart- 
ment of Fairbanks, Morse & Com- 
pany since 1951. 


Mid-West Buyers Association, 
Inc., Holds Annual Election 


Robert B. Myers of the Fairbanks, 
Morse & Co. was elected president 
of the Mid-West Buyers Associa- 
tion, Inc., at the annual meeting 
held on February 17, 1955. 

Reelected to serve with President 
Myers are: C. Henry Austin, Stand- 
ard Oil Company of Indiana, Vice 
President; Ann Auerbach, Gold- 
blatt Bros. Inc., Secretary; Louis 
J. Ronder, Continental [Illinois 
National Bank & Trust Company 
of Chicago, Treasurer. Directors 
elected to three year terms are 
Casimie Z. Greenley, International 
Minerals & Chemical Corporation; 
Karl W. Coetter, Liquid Carbonic 
Corporation, and M. C. Peterson, 
Wisconsin Electric Power Company. 


HAVE A HEART 
GIVE — BLOOD 


Chapter Chatter 


Houston Areas Insurance Buyers 
Association affiliated with NIBA 


We are pleased to announce 
the affiliation of the Houston 
Area Insurance Buyers Association, 
Houston, Texas, with the National 
Insurance Buyers Association. This 
new group has been very active 
and sponsored an Insurance Buyers 
Conference last year with great 
success. Their second annual con- 
ference will be held on April 5th 
with a very interesting and educa- 
tional program. 

The officers of the association are: 
E. C. Stokley, Dow Chemical Com- 
pany, President; G. L. Foley, 
Humble Oil & Refining Company, 
Vice President; F. G. Cox, Schlum- 
ber Well Surveying Corporation, 
Secretary - Treasurer. Executive 
Committee, F. L. Bender, Anderson 
Clayton & Co.; John Benson, Ten- 


50 Reaching for 100 


T. V. Murphy, Insurance Man- 
ager, Maryland Drydock Company, 
Baltimore, one of our best inform- 
ers, recently sent us a report pre- 
pared by the Conference Board, 247 
Park Ave., New York, listing the 
100 largest companies in the United 
States for 1953, according to total 
assets. We checked this list and find 
that fifty of these companies are 
members of NIBA. We are reaching 
for 100. 


Fine Record 


The Buckeye Cotton Oil Co., 
Proctor & Gamble subsidiary, com- 
pleted 1954 with several outstand- 
ing safety marks. The Cellulose 
& Specialties Division completed 
1,744,059 manhours without a lost- 
time accident. The Hollywood mill 
broke the oil mill all-time high 
early in the year and finished 1954 
with a new oil mill record of 1,451,- 
380 safe manhours. Eleven other 
mills worked the entire year with 
no lost-time injury. Three of these 
mills have worked more than four 
years without a lost-time injury, 
and two mills have completed three 
safe years.—from Moonbeams, 2/24. 
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nessee Gas Transmission Company; 
A. E. Bryan, Transcontinental Gas 
Pipe Line Corporation; W. H. Clem 
Schlumber Well Surveying Cor- 
poration; R. T. Effinger, Jr., Reed 
Roller Bit Company; C. K. Fier- 
stone, Sheffield Steel, and W. O. 
Neuhaus, Quintana Petroleum Cor- 
poration. 

On behalf of the officers and 
members of NIBA we extend a 
hearty welcome to our new affili- 
ates and a special thanks to W. H. 
Clem, Regional Vice President of 
NIBA, for his efforts in making 
this affiliation a reality. 


Prof. John S. Bickley’s Talk 


John S. Bickley of Ohio State 
University discussed trends and 
problems of the insurance business 
in an address he made recently 
before the legislative banquet of 
the Insurance Federation of Ohio. 
He concluded with this summary: 

“While insurance companies have 
made mistakes and have given too 
little attention to policyholder and 
public relations, they are showing 
an increasing ability to properly 
serve the needs of the public. New 
contract forms, new marketing 
methods, new adjustment proced- 
ures, and new attitudes toward 
relations with the public are 
increasing the companies capacity 
for service.” 


join and serve 


4 
hel in 
‘ ping 
peop € 
a 
po 


Frank W. Pennartz 
President 
Delaware Valley Chapter—NIBA 


Frank Pennartz is Director of In- 
surance, Food Fair Stores, Inc. at 


Philadelphia. He has spent most of . 


his business life in the insurance 
field and has been an active mem- 
ber of the Philadelphia Insurance 
Managers Association, for many 
years. 


F.W. Pennartz Heads 
Insurance Buyers 


At the annual election of officers 
of the National Insurance Buyers 
Association (Delaware Valley 
Chapter) on February 2lst, F. W. 
Pennartz, Director of Insurance of 
Food Fair Stores, was named Presi- 
dent. The other new officers elected 
were: Vice President—J. Stephen 
Peters, Insurance Manager of 
Penna. Salt; Secretary—F. Walter 
Norcross, Insurance Manager, Budd 
Co.; Assistant Secretary—Harry R. 
Sage, Comptroller, Mutual Render- 
ing Co.; Treasurer — Samuel B. 
Wainer of Penn Fruit Co.; Assist- 
ant Treasurer—David Day, R. M. 
Hollingshead Corporation. Three 
new directors were elected as fol- 
lows: Thomas R. Ambler, Insur- 
ance Manager, Smith, Kline & 
French Laboratories; Russell B. 
Gallagher, Manager — Insurance 
Department, Phileco Corporation; 


Chapter Chatter 


Ernest N. Gilbert of The Penn 
Mutual Life Insurance Co. 


Oregon Chapter NIBA 


Elects New Officers 

The Oregon Chapter, National 
Insurance Buyers Association, Inc., 
at the recent annual meeting in 
Portland elected the following offi- 
cers and directors: President, M. A. 
Gudman, controller, Industrial Air 
Products; vice president, A. Retz- 
loff, controller, Fred Meyer, Inc.; 
secretary-treasurer, R. E. Klein, 
insurance manager, Iron Fireman 
Manufacturing Co.; director, Wil- 
liam J. Jones, assistant cashier, 
First National Bank of Portland; 
W. B. Morrow, assistant secretary, 
Hyster Company; director, National 
Board representative William J. 
Jones. 


Burke Joins Campbell-Okell 


& Company 

John F. Burke, recently retired 
as Vice President and Manager, 
Coast Service Company, San Fran- 
cisco, California, one of the Incor- 
porating Directors and until his 
resignation in November lst Vice 
President of NIBA, has joined the 
firm of Campbeil-Okell & Company, 
Insurance Brokers, with offices at 
155 Montgomery St., San Francisco. 
The company is well known on the 
coast having been organized in 1912. 
Jack’s many friends in NIBA 
extend best wishes. 


NIBA Members Head Up 


AMA Meetings 
Heading up AMA _ Workshop 
Seminars, March through June, are 
the following members of NIBA: 
T. V. Murphy, Maryland Dry- 
dock Company, Baltimore. 
Maryland. 
Elias W. Rolley, Funk Brothers 
Seed Co., Bloomington, Illinois. 
C. Stanley Hamilton, J. P. Stev- 
ens & Co., Inc., New York, N.Y. 
Joe T. Parrett, Carnation Com- 
pany, Los Angeles, California. 
Irving L. Snyder, North Ameri- 
can Aviation, Inc., Los Angeles, 
California. 
Claude Rice, The Babcock & Wil- 
cox Co., New York, New York. 


W. F. Peterson, President 
Southern California Insurance Buyers 
Association 

Mr. Peterson joined American 
Potash & Chemical Company in 
1949, served as Assistant Insurance 
Administrator, Insurance Adminis- 
trator and in 1953 was appointed 
Insurance Supervisor. He is a 
native of} Iowa and received his 
B.S.C. degree from State University 
of Iowa. , 


Southern California Insurance 
Buyers Association Elects 
New Officers 


The Southern California Insur- 
ance Buyers Association (NIBA 
affiliate in Los Angeles, California) 
held its annual meeting on January 
19, elected new officers and received 
a report of the year’s activities 
which included eleven’ regular 
meetings and one trip meeting, all 
of which were well attended. The 
report also revealed a substantial 
treasury balance and the addition 
of eight new company members. 

New officers elected were: Presi- 
dent, W. F. Peterson, American 
Potash & Chemical Corporation; 
Vice President, C. H. Weaver, The 
Flintkote Company; Treasurer, 
Mrs. Anne Williams, California 
Trust Company; Erwin C. Jones, 
Southern California Edison Com- 
pany, will continue to serve as Sec- 
retary. Directors: F. E. Rankine, 
Baker Oil Tools, Inc., W. E. Reimer, 
Carnation Company. 
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The Central Illinois Insurance 
Managers Association and Illinois 
Wesleyan University of Blooming- 
ton, Illinois, have scheduled a one- 
day insurance conference at Wes- 
leyan’s Memorial Center, April 16, 
1955. The conference includes both 
a morning and afternoon session 
with a luncheon. 

The speakers include R. S. Chris- 
tiansen, C.P.C.U., Vice President in 
charge of Eastern Operations, 
Associated Reciprocal Exchanges; 
John L. Sybrandt, Executive Gen- 
eral Adjuster, Western Adjustment 
& Inspection Company; Herbert T. 
Walworth, Director of Industrial 


Chapter Chatter 


Central Illinois Insurance Managers 
Association Schedules Conference 


Hygiene, Lumbermans Mutual Cas- 
ualty Company; C. Henry Austin, 
Manager Insurance Department, 
Standard Oil Company (Indiana) 
and Conrad A. Orloff, Vice Presi- 
dent, Marsh & McLennan. 

Elias W. Rolley, Comptroller of 
Funk Bros. Seed Co., is chairman 
of the Conference Committee and 
Wayne Snider, Associate Professor 
of Business Administration of IIli- 
nois Wesleyan University, is Con- 
ference Manager. Frank G. Suther- 
land of Illinois Power Company 
and David Covey of LeTourneau- 
Westinghouse are other members 
of the committee. 


A. L. Benjamin, Director of In- 
surance, The Cincinnati Gas & Elec- 
tric Company, and a member of 
the Cincinnati Chapter, NIBA ad- 
dressed the Southern Agents Con- 
ference at White Sulphur Springs, 
Va., on March 19, 1955. Mr. Ben- 
jamin’s paper was entitled “Are 
You Really an Agent?” 


Job Noise 


The courts of two states, New 
York and Wisconsin, have held that 
a worker is entitled to an award 
because he became deaf while 
working under noisy conditions, 
even if he loses no wages, accord- 
ing to Noel S. Symons, an attorney. 
Mr. Symons, writing in the Insur- 
ance Law Journal, said that as a 
result of the courts’ rulings many 
new problems have arisen in 
America’s workmen’s compensation 
system.' Non-economic losses have 
been strictly the problems of indi- 
vidual workers. The court decisions 
have confirmed awards of compen- 
sation to deafened workers. Under 
these rulings, losses of this nature 
are put into the same category as 
wage losses and create an entirely 
new liability which the economy 
must face. Mr. Symons said. 
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List of Companies who have re- 
cently joined NIBA 


Andersen Corporation 

Allied Stores Corporation 

American Bakeries Company 

Armstrong Cork Company 

*Mr. Laurence J. Ackerman 

*Mr. John S. Bickley 

Bayuk Cigars, Inc. 

The Buhner Fertilizer Co., Inc. 

British Columbia Electric Railway 
Company, Limited 

Boeing Airplane Company 

*Mr. Charles C. Center 

Collins Radio Co. 

Crown Central Petroleum 
Corporation 

Container Corporation of America 

Chance Vought Aircraft, 
Incorporated 

Douglas Aircraft Company, Inc. 

R. R. Donnelley & Sons Co. 

The Reuben H. Donnelley Corp. 

Diamond Alkali Company 

Dravo Corporation 

Frawley Corporation 

Felmley-Dickerson Co. 

Gibbs & Hill, Inc. 

Good Foods, Inc. 

Gorham Manufacturing Company 

Hinky-Dinky Stores Co. 

Harnischfeger Corporation 

S. D. Jarvis Co. 

The Kurth Malting Co. 

Lando Products, Inc. 

The Meyercord Co. 


Michigan Consolidated Gas 
Company 

Frank Messer & Sons, Inc. 

The Mosler Safe Co. 

The Mengel Company 

The Metal Specialty Company 

Motorola, Inc. 

Northern Natural Gas Company 

Nazareth Cement Company 

New York City Housing Authority 

Neville Chemical Company 

Pacific Coast Borax Co., Division 
of Borax Consolidated, Ltd. 

Chas. Pfizer & Co., Inc. 

Mr. Robert Spencer Preston 

Pressed Steel Car Company, Inc. 

Princess Peggy Inc. 

Philadelphia Electric Company 

Quintana Petroleum Corporation 

Republic Aviation Corporation 

Sharon Steel Corporation 

Safway Steel Products, Inc. 

A. Geo. Schulz Company 

The John Shillito Company 

Stockham Valves & Fittings, Inc. 

Safeway Stores, Incorporated 

J. L. Simmons Company, Inc. 

Steak & Shake 

Transocean Air Lines 

Universal Match Corporation 

Universal Milking Machine Co. 

*Mr. R. H. Wherry 

Western Canada Breweries 
Limited 

Wessel, Duval & Co., Inc. 

The Western Company 

Win Hawkins Drilling Company 

The Willett Company 


* Honorary Members 


What Next Girls ? 


If you have any doubts about 
this being a women’s world, two 
announcements recently made in 
the press should remove all doubt. 

New York’s new Superintendent 
of Insurance Leffert Holz made the 
announcement that rates on auto- 
mobile liability insurance will be 
reduced 9 to 32 percent for families 
whose women drivers are under 
the age of 25 provided no MALE 
driver in the family is under 25. 
This was followed by an announce- 
ment that General Electric Com- 
pany had perfected a method of 
making diamonds. Looks like a 
sparkling future for the gals. 
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The Real Big Loss — Can It Be Covered 


Address delivered by 
Alexander Kerner, Vice President 
Federal Insurance Company 

before 
New York Chapter, NIBA 


I was rather delightfully sur- 
prised to see I know so many 
people around this room, both in- 
surance. buyers, company men and 
insurance agents and brokers in 
New York. It makes it easier for 
me to talk to all of you. 

I have been very much interested 
in Contract Bonds for a long time. 
Surprisingly, in my _ discussions 
with many of you, I have found 
that very few insurance buyers are 
acquainted — there are exceptions, 
of course — with the hazards in- 
volved in contract bonding, and in 
a great many instances, never give 
it a thought in any construction 
program being carried on by their 
organizations. In the last two or 
three years, and I think from all 
prognostications during the coming 
year, there will be a great deal of 
building done by the companies 
represented here. More and more, 
these companies have come to re- 
quire bonds. However, I do believe 
that a large percentage still do not 
consider bonds. In those cases where 
we have had occasion to talk di- 
rectly with the insurance buyers 
or with the executives of these 
large corporations, we have found 
that very few of them appreciated 
the hazards that go with contract 
bonding. John Nees referred to the 
fact that I had bought insurance 
and I’ve always thought that the 
hazards we wanted to insure more 
than anything else were the cata- 
strophic features of our business. 
I found, approximately ten years 
ago when I was with the Red Cross, 
that that philosophy had not been 
followed. In many instances we had 
insured minor risks and failed to 
insure major ones. 

Those of you who are in the Con- 
tract Bond business, or have ac- 
quaintance with people who are in 
the business, will know that the 


By A Contract Bond? 


Questions and Answers 


number of losses and the size of 
the losses have increased tremen- 
dously in the last few years. The 
last published figures of Dun & 
Bradstreet, that is for the first nine 
months of 1954, indicated a 30‘ 
increase in the number of failures 
in the Construction Industry, and 
a corresponding increase from 30 
to 39 million dollars in dollar loss 
failures involved in the Construc- 
tion Industry. The Underwriters, 
and I see a few of them around 
here today, will tell you that the 
contractors themselves admit that 
they are bidding tighter and closer 
and with smaller margins of profit 
than they have ever done before. 
That’s good, for industry—they get 
their work done, they get real com- 
petition and the prices are more 
attractive. It isn’t very good for 
the Construction Industry, or for 
the Surety companies, because of 
the very nature of the beast, the 
losses will increase. 

Now, when we talk about bonds, 
we are talking about something 
that is sort of hybrid. It isn’t insur- 
ance and it isn’t banking. It’s a bit 
of both. In Europe and in a great 
deal of the World, the guaranteeing 
of constructions contracts is done 
by Banks. In our Country, Banks 
are not permitted to do this as by 
law it is restricted to Insurance 
companies. You can see that there 
is a bit of the guarantee of credit 
and the guarantee of payment of 
bills where both Insurance com- 
panies and Banks might enter into 
the picture. 

Construction Suretyship is fairly 
native to the United States. I shan’t 
go back to the Macedonian days the 
way most speakers do and try to 
show what they did for Suretyship 
then, but, Contract bonding goes 
back about 70 or 75 years when it 
became an important part of our 
economy. It is continuing to grow 
and grow each year. You might be 
interested to know that between 
1951 and 1953 the premium volume 
on construction contracts alone in- 
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creased from 82 million to 92 mil- 
lion dollars in the United States. 
We did have an increase, of course, 
in construction during that period, 
but, more people are buying Con- 
tract Bonds and I am not talking 
about Public bodies, Federal, State 
and otherwise, but Private Indus- 
try. We have found, ourselves, that 
insurance companies, manufactur- 
ing concerns and most people who 
are interested in putting up a plant 
or warehouse, are receptive to the 
idea of buying a bond. Why should 
they be? I have talked this after- 
noon to a number of you buyers. 
Surprisingly, most of the people I 
have talked to do not believe in 
bonding their own construction 
work. I do not know what the 
average would be, but I imagine 
it would not be too great in this 
room. The thought is, that you will 
do your own underwriting. Well, 
that is very good and true, but, if 
of you realize—and this an im- 
portant point that I would like to 
stress to you— what your hazard 
is, what you, as an insurance buyer, 
subject your company to, I think 
you would give real thought, the 
next time you have a construction 
contract, as to whether you wish to 
bond it. Fortune magazine wrote 
an excellent article a little while 
ago about General Contractors. 
There was a rather interesting ex- 
cerpt that I have copied down and 
should like to read to you — 

“The General Contractors 
who do the actual job of put- 
ting together the big commer- 
cial and institutional buildings 
are a breed of their own. And, 

a dedicated breed. Since theirs 

is an Industry in which only 

2% of the firms have lasted 

more than 20 years, and per- 

haps only 7% for more than 5 

years, they are not a numerous 

breed.” 

Those figures are rather star- 
tling — they were to me when I 
read them the first time. 2 of the 

(Continued on page 12) 
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(Continued from page 11) 
constructions firms last 20 years; 
about 7‘: last 5 years. Those of us 
who underwrite Contract Bonds 
every day of every week, some- 
times go awfully wrong. Not so 
long ago there was a contracting 
firm that had been in existence 
over 100 years and then ran into 
serious difficulties. There are many 
companies, old companies, good 
companies, that are getting into 
trouble. If an experienced Under- 
writer, who has channels of infor- 
mation all over the Country, can go 
so badly wrong, as some of us have 
done, it is rather a dangerous un- 
dertaking, I think, for you to try 
to guess whether a contractor will 
finish a job or perhaps cause a loss, 
and there have been losses in the 
last years running over a million 
dollars. I sincerely say to you that 
construction bonding is something 
that ought to be considered by you, 
at the time of your construction 
program, in the same manner you 
consider Fire, Insurance, Compen- 
sation, Liability, Builder’s Risk, 
and all the other things that you 
buy. 

I also used to be a Claim man. 
I have handled claims in various 
classes of business, but I do not 
believe that there can be as messy 
a claim as a defaulted contractor 
might cause, in any other branch 
of insurance —I include Marine, 
Automobile, Fire and everything 
else that you can think of. Contract 
claims are as complicated, as in- 
volved and as personal as anything 
imagineable. 

Now, when we talk about Con- 
tract Bonds, what do we mean? 
There are relatively only a few 
kinds and I think I can enumerate 
them rather quickly. There is the 
Performance Bond which includes 
Labor and Material liability, either 
in the same bond or in a separate 
bond. There is the Completion 
Bond, where only party guarantees, 
come what may, that the project 
will be finished. There are not too 
many of the latter, but we do run 
into them now and then. Then 
there is the Advance Payment 
Bond, where the contractor re- 
ceives a certain sum of money and 
agrees that he will properly spend 
and manage that money, or if he 
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fails to do so, he will return it. 

The thing that we most often 
run into is the Performance type of 
bond, and that is the type I would 
like to concentrate on this after- 
noon. Most insurance buyers, when 
they do order a Contract Bond, say 
to the contractor, “Let me have 
a Performance Bond” — in the 
amount of 100% or 50‘, or some 
other percentage. When they are 
furnished with the bond, they look 
at it, they read it, and file it away. 
If the job is properly finished, that 
is the end of it. On the other hand, 
if there is difficulty, they pick up 
the bond and they may find some 
unusual things in it. There may be 
a great many restrictions. There 
may be conditions. I say to you, if 
you carry away nothing from this 
meeting except this one thought, 
that when you buy a Performance 
Bond, make sure you have a good 
and broad form bond, then this 
meeting will have been worth- 
while. Don’t take any bond that is 
given to you! We do not have, in 
private construction, what you 
have in Automobile, Liability, Fire 
and Compensation — statutory 
forms of bond. Ours are mainly 
common law forms—we_ can 
change them and we can amend 
them. There isn’t any standard 
form of bond. Some companies will 
give you one form, some will give 
you another, some will give you a 
third, fourth or fifth form. A lot of 
companies might give you the most 
restricted form. Some might give 
the most liberal form. I think that 
is where your insurance broker, 
your legal department and your 
own knowledge can be of great 
help in the kind of bond you get. 
As a rule, it does not cost a bit more 
to get a broad form bond, if you 
know what you want. But, you 
must know what you want, and get 

Another thing that I believe is 
terribly important for you people 
is to get the bond from a Surety 
company that knows the Surety 
business. In the last 5 years I do 
believe that the number of com- 
panies authorized to write Surety 
bonds has approximately doubled. 
It has gone up from about 70 to 
about 140 on the U. S. Treasury 
list. A lot of the Fire companies 


and a lot of other companies around 
the country have qualified to write 
Surety bonds. Most of them are 
very fine companies. I think that 
you, as careful, well-informed buy- 
ers, ought to know the claim repu- 
tation, the background and the his- 
tory of the company on the Surety 
bond. I cannot repeat too often, 
that when you have a loss on a 
construction bond, you have a very, 
very difficult situation to handle. 
You have not alone the fact that 
you want the job finished, (and 
you may have a very important 
timetable), but you have subcon- 
tractors and material men of the 
General Contractor, material men 
of subs and so ad infinitum and I 
have seen situations where there 
are 100 or more creditors. All of 
those things lead to great compli- 
cations, great involvement. Time is 
important, and as I say, it is a dif- 
ficult kind of claim to handle. 

It is a wonderful thing, when 
something like that happens, if you 
can call up your insurance broker, 
or the Surety company, and say, 
‘We have a loss, come on over and 
let’s talk about it’. It is not so won- 
derful if you find a company which 
is not cooperative, which is not 
understanding, which is overly 
technical, and, which is going to 
put you to the last ounce of proof 
and trouble in proving your loss. 
Or, perhaps force you to handle 
the whole loss yourself and say, 
“When the bill is all added, come 
over, we'll sit down and maybe pay 
you”. It is important to get a Surety 
company that knows the business. 
Your insurance broker and your 
own knowledge will help you on 
that score. 

I would like to tell you what 
some of our experiences have been 
in the industry in the last year or 
so. I mentioned earlier that com- 
petition has been keen, that losses 
have been on the increase. In talk- 
ing to some of my associates in the 
business, we have found that a 
great many financial statements 
we receive from contractors, on 
careful scrutiny, do not check out. 
We have found that bank balances 
have to be verified. We have found 
that a lot of contractors are in- 
clined to over-extend. I think it is 


(Continued on page 16) 
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WHY ARE AFIA’S WORLD-WIDE FACILITIES 


important to your business abroad’? 


Would you equip a plant, erect 
a warehouse or open a branch in Brazil, 
. Pakistan or the Philippines without 
knowing local conditions, customs and 
prevailing laws? 


Would you consider your protection 
sound if your insurance were written with- 
out applying that basic knowledge? 


AFIA’s 500 offices and agencies in all parts 
of the world are managed by experts—men 
who know local conditions, laws, and 

) & insurance regulations which may 
affect the security of your business. 


It is upon this vital up-to-date infor- 
mation continually flowing into our 
headquarters that AFIA patterns your 
protection to meet the requirements of 
the country where your risks are located. 


ASk YOUR INSURANCE AGENT OR 
BROKER TO TAKE YOUR FOREIGN 
INSURANCE PROBLEMS TO AFIA 


AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street e New York 38, New York 


CHICAGO OFFICE . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
DAELAS OFFICE .....-; Mercantile Bank Building, 106 So. Ervay Street. Dallas 1, Texas 
LOS ANGELES OFFICE . Pacific Mutual Building, 523 W. 6th Street, Los Angeles 14, California 
SAN FRANCISEO ORFICE....2..6.62200068- 98 Post Street, San Francisco 4, California 
WASHINGTON OFFICE . . Woodward Building, 733 15th Street, N.W., Washington 5, D.C. 
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association of 24 American capital stock fire, marine and casualty 
insurance companies providing insurance protection in foreign lands” 


The Corporate Insurance Manager — His 
Vital Role in Today's National Economy 


The Past—Present—and Future of the National Insurance Buyers Association, Inc. 


In 1950, in response to the need 
for a national organization repre- 
senting the interests of the profes- 
sional insurance buyer, and as a 
result of requests of insurance com- 
missioners, legislators, and insur- 
ance buyers themselves throughout 
the country, the National Insurance 
Buyers Association was organized 
in Chicago and incorporated under 
the laws of the State of Illinois. 
Association headquarters were 
established in New York City. 

The five original directors of 
N.I.B.A., representing the indus- 
trial, mercantile, and financial 
fields, established the principles 
and organizational form of the 
association. A nonprofit organiza- 
tion, N.I.B.A.’s membership is 
restricted to individuals, firms, 
corporations, and others with insur- 
ance buying interests, not to those 
in the business of underwriting, 
selling, regulating, or rating insur- 
ance, or in the investigation or 
settlement of claims on behalf of 
the underwriters. It is an organiza- 
tion of, for, and by insurance man- 
agers, part-time or full-time, with 
their interests paramount. Among 
its members today are representa- 
tives of the largest manufacturing, 
banking and utility corporations. 


BACKGROUND 
In order to understand the full 
importance of the role of the pro- 
fessional insurance buyer in the 
industry and the necessity of a 
buyers association it is necesary to 
evaluate the position in manage- 
ment in which the corporate insur- 
ance buyer finds himself today. 
“The professional insurance 
buyer is a relative newcomer 
to the American business scene, 
but he has made an unques- 
tionable impression upon the 
business. Through his efforts, 
both individually and as a 
member of an organization 
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by Peter A. Burke, Managing Director 


of insurance buyers, he has 
brought to the insurance busi- 
ness, the viewpoint of the pur- 
chaser of insurance to a degree 
which seemed impossible a few 
short years ago. 

“Almost without exception, 
the insurance buyer has ably 
met the severe challenges of 
his position. It requires almost 
a dual knowledge — that of 
insurance in its many ramifica- 
tions and that of the many 
complexities of his own busi- 
ness. He has provided that, and 
has, also brought to the busi- 
ness a tolerant, broad-minded 
viewpoint — that of one seek- 
ing adequate protection at a 
reasonable price for his firm 
and, fair treatment for insurers 
and insurance producers.” 

More than any other executive in 
management, the corporate insur- 
ance buyer must work in a world 
of the future — of what might hap- 
pen tomorrow. He must be alert 
to changes in all fields which may 
affect personal or property cover- 
ages of the company. He must fore- 
see all possible and probable condi- 
tions and be prepared for them. It 
is upon his experience and knowl- 
edge that hundreds of lives depend 
for safety in the plant — for pro- 
tection in the event of disaster. It 
is upon his experience and knowl- 
edge that millions of dollars in 
properties are protected against the 
multitude of hazards. 

To achieve this, he must be con- 
stantly appraised of the best and 
most efficient means of meeting the 
challenge and he must be con- 
stantly aware of his responsibility 
and place in managing his com- 
pany’s greatest assets — life and 
property. 


THE PART-TIME BUYER VS. 


THE FULL-TIME BUYER 


It is not too many years ago that 


management gradually began to 
recognize the value and need for 
full-time corporate insurance buy- 
ers — men and women who might 
profitably be retained to devote all 
of their time and attention to set- 
ting up efficient safeguards against 
loss. Since then, the list of organ- 
izations employing highly trained 
specialists in this field has con- 
tinued to mount and multiply. 
However, many _ corporations, 
because of an established pattern 
in their organizations, still delegate 
the job of insurance buying to an 
executive who devotes his time to 
other duties as well. In many cases, 
these are the treasurers, comptrol- 
lers, or other financial officers. 
While these men and women have 
done, and are doing, a tremendous 
task in building up the protection 
needed for their companies, it is 
understandable that they cannot 
give all of ther time and efforts to 
the study and application of insur- 
ance, with all its ramifications, its 
complexities, and problems. 


NEED FOR AN ASSOCIATION 


Since it is apparent that the 
insurance buyer, whether he is a 
full-time buyer or a_ part-time 
buyer, plays an important role in 
today’s corporate management, it 
must also be accepted that an insur- 
ance buyers’ association is the focal 
point from which all the knowl- 
edge, experience, and judgment of 
buyers of insurance must flow. 

It must be evident that many an 
insurance buyer has had insurance 
problems confront him under cir- 
cumstances which made him feel 
that he was considering them in a 
vacuum. There are countless times 
when a buyer wonders if other 
buyers have been faced with simi- 
larly perplexing problems or is 
dubious about the solutions sug- 
gested by the carrier or producer. 
Often the buyer who works in isola- 
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tion from other members of his 
profession must harbor in the back 
of his mind questions as to whether 
the recommendations he makes to 
management are as sound as they 
might be. 


EARLY BUYERS* ORGANIZATION 


Insurance buyers were slow to 
realize the value of an organization 
especially designed for their pur- 
poses. However, in 1932 a group of 
prominent insurance buyers con- 
ceived the idea that by forming 
themselves into an organization 
their mutual interests could be 
furthered through unity of purpose 
and action. They called this new 
organization the Insurance Buyers 
of New York, since their activities, 
at the time, were confined to the 
New York area. 

By 1935 the group had expanded 
beyond its original bounds and 
membership was extended as far 
as the Pacific Coast. At this time 
the organization was incorporated 
under the laws of the State of New 
York and adopted the name Risk 
Research Institute, Inc. The Nation- 
al Insurance Buyers’ Association 
was organized, on a countrywide 
basis, in 1950. In 1951, Risk Research 
Institute became the New York 
chapter of N.I.B.A. Various smaller 
buyers’ groups affiliated themselves 
subsequently with the N.I.B.A. and 
the association rapidly grew to the 
foremost organization of its kind 
in the world. 


_ GROWTH OF N.IB.A. 


In 1954 N.I.B.A. had 10 chapters, 
located throughout the country. 
The year 1954 alone showed a 30 
percent growth in membership, 
raising the total membership to 
more than 700, representing 32 
states and Canada. 


FUNCTIONS OF N.LB.A. 


The conscientious buyer knows 
there are no pat answers to many 
of his problems. He knows, too, that 
a broader basis for judgment and 
recommendations can be evolved 
through mutual investigations and 
discussions with other buyers. An 
insurance buyers association, such 


as N.I.B.A., fulfills the following 
functions: 

1. Fosters a close relationship 

among buyers of insurance and 


supplies its members with 
information about their work. 

2.Provides firmer ground on 
which to base recommenda- 
tions from the buyer to top 
management. 

3. Aids in maintaining a reason- 
ably competitive market in the 
public interest and, to that end, 
fosters a minimum of control 
with due regard to the financial 
integrity of the insurance con- 
tract. 

4. Provides a source of informa- 
tion that assists insurance buy- 
ers in the efficient purchase of 
insurance under the broadest 
and most favorable conditions, 
giving suggestions and infor- 
mation which may often result 
in substantial savings in insur- 
ance costs. 

5.Consults with producers, 
underwriters, committees, and 
others, to secure simpler and 
more adequate policy forms, 
insurance coverage for all types 
of risks, adjustments of inequi- 
ties in rates, and adequate 
recognition for all factors that 
enter into rating. 

6. Compiles, publishes, and dis- 

tributes data, periodicals, and 
other material dealing with 
insurance and loss prevention. 

. Publicly represents the inter- 
ests of insurance buyers before 
insurance department officials 
and legislative bodies, conducts 
research projects, publicizes its 
findings in the insurance and 
public press and in pamphlets 
through committees organized 
for the purpose. 


PROGRAM 


THE NATIONAL INSURANCE 


A notable success in the further- 
ance of the association program 
was the production of the publica- 
tion, The National Insurance Buyer, 
in which have appeared articles by 
outstanding authorities in the in- 
surance buying field. The first issue 
of The National Insurance Buyer, 
in March 1954, marked the maga- 
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zine aS an immediate success and 
attracted many new members to 
N.I.B.A. Plans are underway to 
increase the number of annual 
issues from four to eight, in the 
coming year. 


EDUCATIONAL PROGRAM 


N.I.B.A. has directed much of its 
efforts to the promotion of the 
study of insurance in the academic 
world. As an example of such work, 
Ohio State University is now in- 
cluding in its curriculum a lecture 
series by outstanding insurance 
buyers. What was believed to be 
the first university seminar for 
insurance buyers was held on the 
campus of the University of Penn- 
sylvania in the fall of 1953. N.I.B.A. 
members have lectured on the spe- 
cialties of their field in a number 
of other institutions of higher 
learning. Columbia University has 
organized a course of particular 
interest to insurance buyers and 
the Insurance Society of New York 
has also arranged to present speak- 
ers representing the interest and 
aims of N.I.B.A. As part of a long- 
range program N.I.B.A. is attempt- 
ing to develop lecture series and 
educational programs in various 
sections of the country to afford 
local service to students and prac- 
titioners of insurance buying. 


‘SUMMARY 


It has been accepted that the 
corporate insurance buyer, whether 
full-time or part-time, is an integral 
part of management’s progress and 
security. It is equally accepted that 
the individual corporate buyer of 
insurance can achieve for himself 
and his company a better under- 
standing of all insurance problems 
by affiliation with and association 
in a national organization of insur- 
ance buyers. N.I.B.A. feels that it is 
successfully filling this function —- 
of bringing together insurance buy- 
ers representing diversified indus- 
trial and commercial interests in a 
program of mutual assistance. This 
program, it is felt, is of benefit not 
merely to the buyer and the busi- 
ness he represents but to the insur- 
ance industry as a whole and to the 
public which both serve. 
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(Continued from page 12) 
extremely hazardous for you men, 
as insurance buyers, to take upon 
yourselves the decision as_ to 
whether or not a contract shall be 
bonded. Today, projects are run- 
ning into many millions of dollars. 
Losses are equally large. I believe 
that if the matter of bonds were 
not discussed, and a loss developed, 
there might be some fur flying 
around any organization. 

About the names of contractors 
—I have heard many people say, 
“Why bond? We have given this 
job to so and so”. They may have 
been in business 30 or 40 years — 
50, or 70, or 10 years. Our own 
experience has been, “All is not 
gold that glitters”, and I think 
every Underwriter in this room has 
found that to be the case. Some real 
fine names, old names, are consid- 
ered to be only fair, or poor risks. 
You cannot underwrite from a 


name — you cannot underwrite 
particularly from a financial state- 
ment — you cannot underwrite 


from reputation. There are those 
of you who read the Wall Street 
Journal. There was an excellent 
article in it earlier this month 
concerning the contracting busi- 
ness and there were quotations 
from contractors all over the Coun- 
try. They pointed out what the pic- 
ture was —extremely competitive 
and hazardous. I heartily recom- 
mend that each of you read it. 

The City of New York recently 
went back to bonding, after a 
hiatus of many years. Most Public 
bodies have found that it is a 
worthwhile way of doing things. 
Even there, where they have a 
large pool of premium dollars to 
pay with, they have found bonding 
is to their advantage. In private 
industry, where you have 1, or 5, 
or 10 jobs, the amount of savings 
that you might incur, I honestly do 
not believe warrants the risk that 
is attached to a construction con- 
tract, today, yesterday, or tomor- 
row. I do believe that if you use 
the right company and the right 
bond form, you save yourself a 
great deal of trouble, and perhaps 
your ulcers will come later rather 
than sooner. 

I have approached this discus- 
sion on the basis that all of you 
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people are experienced folks. I 
have not gone into the details, the 
basis of the bond form, or the un- 
derwriting. However, I will be very 
happy to answer any questions, 
specific or general, that any of you 
may care to put forward. 


Chairman 


I believe that the Bond Market 
is such a nebulous and mysterious 
affair that it is gratifying to have 
an expert such as yourself here 
with us, Mr. Kerner, and being so 
gracious to be willing to answer 
any questions which may emanate 
from the floor. There certainly 
must be some out there. We’ll start 
right off. 


QUESTIONS AND ANSWERS 


Question: 


We are putting a lot of buildings 
up in Canada. It seems to be the 
policy up there to write the bond 
for 50% of the contract. I am told 
that you cannot do it in the States. 
Will you comment a little on that. 
If it is true, why don’t they write 
them for 50‘7 in the States? And, 
if you could, what would the 
dangers be? 


Answer: 


In Canada they have what I be- 
lieve we American Underwriters 
think is an unrealistic bonding 
approach, premium-wise. Your rate 
for a 100% bond is greater than it 
is for a 50% bond in Canada. You 
will find, in the United States, that 
that does not apply, because we 
have found from many years of 
experience that the exposure is 
approximately the same. That may 
sound odd to you, but in the main, 
there are very, very few cases 
where your loss on a contract bond 
will exceed 50% of the amount of 
the contract. Whether you have a 
100% bond or a 50% bond outstand- 
ing, the likelihood is that the loss 
to the Surety company will be the 
same. You can get a 50% bond. As 
a matter of fact, the U. S. Govern- 
ment normally requires a 50% 
bond, Performance, that is, and a 
like Payment bond, varying in per- 
centage. In the United States we 
do not have a premium differential 
until the amount of the bond is less 


than 20‘.. That is a general rule, it 
may vary in some places, but you 
have a breaking point as we call 
it, at 20‘7. Does that answer your 
question? 


Question: 

No, that is just the point. If you 
had a 50‘. bond, your loss would 
not reach that—why take out a 
100‘< bond? 


Answer: 


Well, in the United States, it does 
not cost you a bit more or a bit 
less to vary the amount of your 
bond, as long as you are somewhere 
between 20 and 100°. You, as in- 
dependent buyers might very well 
consider securing a 100% bond, ex- 
cept where the contract is very 
large and it becomes unrealistic to 
do so. I do not know whether that 
has answered your question. I can 
see your problem. You have a mil- 
lion dollar contract and you only 
want a $500,000 bond. Is that the 
idea? Again, I will have to repeat 
myself. We think that the exposure 
is the same, whether we give you a 
$500,000 bond or a million dollar 
bond. Our experience has shown us 
that the loss that will be sustained 
by the Surety company will be ap- 
proximately the same in each case. 


Question: 


If he didn’t need the 50‘, the 
buyer would be better off, wouldn’t 
he?—say your premium is 50% of 
the contract price. 


Answer: 


No, I think that is where we have 
gone off. Premium is computed on 
the amount of the contract price, 
not the amount of the bond. In 
other words, on a million dollar 
contract with a $500,000 bond, you 
pay a premium on a million dollars. 
Million dollar contract, $750,000 
bond, or a million dollar bond, the 
same premium. 


Question: 
You pay the premium? 


Answer: 


That’s right. In the United States 
the breaking point is generally 
20°. If you took a bond, again on 
a million dollar contract, for under 
$200,000, you would come up with 
a lower premium. 
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Question: 

Isn’t it true that the 50‘, limita- 
tion in the United States, not limi- 
tation, but the application of it, 
came about because the Federai 
Government and the inability of 
the capacity of the market perhaps, 
and the Treasurer’s list to always 
provide 100‘; of a contract price? 


Answer: 

That is correct, and it has proven 
very effective all along the line. 
The Government, as you know, re- 
quires bonds generally for 50‘. of 
the contract. In very large cases, 
they may come up with a flat 
amount of bond. I know of one case 
that will shortly be written, where 
the amount of the contract is 
twenty million dollars and the 
Government is requiring a four 
million dollar bond. It just so hap- 
pens that that is 20‘: and the prem- 
ium will be the same whether they 
require a twenty million dollar 
bond or a four million dollar one, 
but they feel that four million is 
adequate for their needs. 


Question: 
Is the amount of the bond then 
fixed upon by mutual agreement? 


Answer: 


In private jobs, yes. Public jobs, 
generally by statute or regulations. 


Question: 

You mentioned that the Contract 
Bond premiums went up from 82 
million to 92 million last year. Do 
you have any idea how much of 
that 92 million dollars, or 82 mil- 
lion dollars, reflected Government 
work? How much reflected private 
enterprise? 


Answer: 

No, the statistics were broken 
into Federal and everything else. 
Federal was about 17 million dol- 
lars. Everything else was the dif- 
ference. They did not separate the 
State and Municipal from private 
work at all. 


Question: 

Mr. Kerner, in addition to the 
fact that you can get a bond the 
way you want it written—I’m talk- 
ing about we as insurance buyers 
—and stipulating to the contractor 


what we want, what other advan- 
tages are there to an insurance buy- 
ing in seeing that the bonds are 
written where, we'll say, a com- 
pany of his choice as against leiting 
each contractor submit his own 
bonding company? Tell us that. In 
other words, should we go out and 
buy the bond in effect for the con- 
tractor? Because he charges us the 
premium for it anyway. 


Answer: 


Well, that is always a sort of deli- 
cate subject. I can speak only for 
myself. We do not feel that in Pub- 
lic work there should ever be any 
designation of the Surety at all, 
whether it be Federal, State or 
otherwise. In private work, some 
people lean very much towards it, 
and some people don’t. Where the 
client is ours, we lean towards it. 
There are some advantages and 
there are some disadvantages, as in 
everything. As you know, Harry, 
we have written a great deal of 
that business. We have gotten to 
know the companies, your repre- 
sentatives and your problems. I 
think wherever difficulties have 
ensued, it has made life easier for 
the insurance buyer. On the other 
hand, some people and some con- 
tractors feel that they want to do 
business with a specific Surety com- 
pany. I think you, as the buyers, 
have the right to determine which 
way you want to handle your busi- 
ness, but, if I may again repeat, 
whichever way you handle your 
business, pick a Surety company 
that is known for 

1—its knowledge of the business, 

2—its fair method of handling 

claims. 

I think that is terribly important. 
I don’t know whether I have 
answered it, but that is about as 
far as I can go. 


Question: 


Is there anything to be gained by 
bonding Cost-Plus contracts? 


Answer: 

There are two schools of thought 
on that — those who believe it and 
those who do not. I can tell you 
that we write a few cases each year. 
I would estimate that we write one 
Cost-Plus bond to at least 100 
straight Performance cases. We 
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have always felt that the Cost-Plus 
contract bond, of course, does not 
offer the hazard that the straight 
Performace bond does where you 
guarantee the fixed price. Pri- 
marily, we feel that a Cost-Plus 
bond guarantees — 

1—The honesty of the contractor. 
We were chatting about one a little 
while ago where there is pending a 
law suit because of a difference of 
opinion as to the honesty of the 
contractor. 

2—It would cover defective work. 
Now, generally the premium for a 
Cost-Plus bond runs between 30 
and 33-1/3% of what it would run 
for a Performance bond. It is an 
inexpensive form of insurance. It 
may be very worthwhile in that it 
may save a great deal of auditing 
fees by the owner, checking of a 
great many things as a job pro- 
gresses, rather than doing it later 
on. Some times, expense-wise, it 
would pay for itself very readily, 
but again, I would only be fair to 
say that there are not too many 
Cost-Plus bonds sold, although 
there are a few and some of them 
in good size. 


Question: 

Are there any provisions that 
ought to go into your building con- 
tract which will facilitate your 
securing of a bond, or which will 
make the premium less? 


Answer: 


No—I can give you that as a 
general answer. There are a few 
States where they have what is 
known as a No Lien Law, (I believe 
Pennsylvania, New Jersey and 
Indiana), and in those cases if your 
contract provides that it is a No 
Lien contract and it is filed with 
the Prothonotary of the Court, the 
rate may be reduced because in 
essence the Surety is relieved of 
liability for unpaid bills. 

Now, something that all of you 
people want to consider — I prob- 
ably ought to have referred to this 
earlier — is that when you go into 
a Town to build a warehouse, fac- 
tory or office building, you want 
to see that the local people, the 
tradesmen, the contractors, the sup- 
pliers, are all paid for their mate- 
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(Continued from page 17) 
rial. If you paid the contractor and 
he did not pay them, in some States 
you might not be liable, but you 
would certainly adversely affect 
your public relations if you left 
these people without payment of 
their bills. 

About the contract, aside from 
the No Lien provision that I have 
just referred to, I do not believe 
there is any reduction by the inclu- 
sion of any specific clause. Of 
course, it goes without saying that 
your construction contract should 
be very complete and set forth the 
responsibilities of the parties, 
because in almost every contract 
bond, the construction contract is 
incorporated into and made a part 
of the bond. 


Question: 

Is it customary, and if not cus- 
tomary, desirable, to submit the 
proposed contract before signature 
to the prospective bonding com- 


pany? 


Answer: 

Generally, it is not necessary, 
unless it is a particularly unusual 
contract. Most contracts are in a 
standard form, but certain engi- 
neering contracts, and certain other 
contracts, have specified guarantees 
as to performance or production 
and ought to be submitted to. the 
Surety company before the con- 
tract is signed and the bond written. 


Question: 

Before the contract is signed so 
the Surety company can recom- 
mend changes, if necesary? 


Answer: 


It is always a good thing to do it 
if there is anything unusual. If it 
is a standard form of building con- 
tract, there would not be much 
reason to do that, but again, as I 
say, if you are dealing with unusual 
refrigeration in a contract, or a 
contract of water-proofing, or some- 
thing of that sort, I think it is a 
fine thing and it will help you and 
make life easier if you do discuss 
it with the Surety company and 
the contractor before the whole 
thing is signed, sealed and deliv- 
ered. 
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Safety Convention Set for April 


The New York Chapter of the 
Society of Fire Protection Engi- 
neers will sponsor the Fire Protec- 
tion Forum at the Greater New 
York Safety Council’s 25th Annual 
Safety Convention, to be held in 
the Georgian Room of the Hotel 
Statler at 10:00 a.m. on April 13. 

Paul C. Lamb, safety administra- 
tor, Lever Brothers Company, will 
act as chairman. The program was 
arranged by Alan L. Kling, assist- 
ant director, safety and loss pre- 
vention, American Cyanamid Com- 
pany, New York, N. Y. The guest 
speakers will be Chief Henry G. 
Thomas of the Hartford, Conn., 
Fire Department; Earl R. Wallace, 
safety engineer, Eastman Kodak 
Company, Rochester, N. Y.; and 
Vincent De P. O’Brien, of the New 
York Board of Fire Underwriters. 

Chief Thomas will discuss “Mod- 
ern Industrial Fire Safety.” The 
subject of Mr. Wallace’s talk is 
“Fire Programs Must Be Dynamic.” 
Mr. O’Brien will present an educa- 
tional demonstration on everyday 
fire safety in the home, which he 
has been conducting for upper- 
grade students in New York City 
public schools. 

Morning and afternoon conven- 
tion sessions are scheduled from 
April 11 through April 15. Dele- 
gates and their guests are invited 
to visit the exhibits of safety equip- 
ment on the mezzanine and 18th 
floors, at any time from 9:00 a.m., 
April 12, until 2:00 p.m., April 15. 


PROUDLY... 


It shows you 
[ helped 


Personnel Available 


Available for Position as Corporate 
Insurance Manager or Assistant — 
Experienced in Petroleum and Chemi- 
cal Refinery and Construction Field 
— Age 32 — Fine Recommendations. 
Good insurance education and back- 
ground. (Address — NIBA 1) 


Insurance Manager—Age 43—Pres- 
ently employed with large manufac- 
turer of Electrical Equipment and 
Appliances—New York area location 
desired—Has handled all types of in- 
surance coverages for the companies’ 
many plants. (Address — NIBA 2) 


Insurance Manager and Tax Depre- 
ciation Expert — Applicant has had 
many years insurance buying and loss 
settlement experience’ in _ textile 
manufacturing field: made own valua- 
tion appraisals of capital assets for 
management and insurance adjust- 
ment purposes. Handled diversified 
plant and equipment problems for 
busy principal. Available shortly. 
(Address — NIBA 3) 


Transportation Field (Trucking) — 
This applicant has a number of years 
experience in the registering and 
settlement of claims for a large na- 
tionwide Trucking Line and American 
Trucking Assiciation. Desires position 
in corporate insurance department of 
related industry — Free to travel. 
(Address — NIBA 4) 


Fifteen Years general insurance ex- 
perience—Age 34—Residing in mid- 
dlewest. Background includes agent, 
special agent and branch manager for 
leading casualty /marine company. 
Completing CPCU. Desirous of enter- 
ing Insurance Management Field and 
thrive on hard work and _ responsi- 
bility. (Address — NIBA 5) 


Insurance Manager — Corporation 
executive recently retired but avail- 
able as consultant to organize or 
reorganize an insurance department 
for multiplant manufacturing com- 
pany. Many years’ experience in buy- 
ing insurance for a large chemical 
organization involving liaison with 
Accounting, Engineering, Research, 
and Purchasing divisions. Location in 
New York area. (Address — NIBA 6) 


Midwest — Age 47—B.S. degree 
Northwestern University. Fine insur- 
ance Education and_ Background. 
Capable of organizing and directing 
insurance department of large cor- 
poration. Excellent references. Avail- 
able soon. (Address — NIBA 7) 


Note: Your association will act as 
a “Clearing House” for Company 
members and individuals for positions 
available or personnel available in the 
corporate insurance management field. 
This service is strictly confidential. 
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OUR FIRST YEAR 


With this issue, the National Insurance Buyer enters its second year of publication. 


Since we have had numerous requests for articles which have appeared in the National 


Insurance Buyer, we are listing them below for your reference: 


March, 1954 issue 


‘ 


The New Workmen’s Compensation and Employers 
Liability Policy — R. V. Alger, The Travelers Insurance 
Company 


Multiple Line Insurance and Its Value to the Insuring 
Public — Roy C. McCullough, Multiple Peril Ins. Rating 
Organization 


Company Representatives should know Buyer’s Risks 
and be prepared to offer Proper Coverages — Elias W. 
Rolley, Funk Brothers Seed Company 


June, 1954 issue 


Getting the Most for your Insurance Dollar — George E. 
Rogers, Robert Gair Company, Inc. 


Major Medical Expense Insurance, How It Works — 
Benjamin Lorber, Universal Pictures Co., Inc. 


Rates, Retentions and Reserves — C. Henry Austin, Stand- 
ard Oil Company (Indiana) 


Room for Initiative — Russell B. Gallagher, Philco Corp. 


September, 1954 issue 
Lessons of Large Loss Fires of 1953 — Chester |. Babcock, 
National Fire Protection Association 


Experience in Adjusting an Actual Business Interruption 
Loss — Lloyd R. Everhard, Trailmobile, Inc. 


Insurance as Respects its Importance to Credit —R. S. 
Bass 


What Does the Buyer Expect of His Broker — George 
Fouche, Swinerton & Walberg Co. 


December, 1954 issue 


Continuing Group Hospital Benefits for Retired Em- 
ployees — P. E. Britt, Connecticut General Life ins. Co. 


Problems in Workmen’s Compensation —W. Zucker, 
Commerce and Industry Assn., N. Y. 


Insurance, Self-Insurance, Non-Insurance—C. Z. Greenley 


What Not to Buy in Business Interruption Insurance — 
Robert M. Dewey 


Risk Management and the University — John S. Bickley, 
The Ohio State University 


If you wish any of these articles send 25¢ to cover mailing and postage. 


Note — Articles appearing in March, 1954 issue out of print. 


At this time, we feel it is appropriate to thank those who have contributed articles, those 
who advertise in our publication, and those who have helped us generally. 
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Constant vigilance against accidents is best 
fostered by regular reviews of problems and 
hazards . . . and the methods and equipment 
used to combat them. The Kemper Companies’ 
corps of skilled safety engineers make it an 
essential practice to initiate and conduct dis- 
cussions on safety for plant supervisors among 
the firms they insure. 

The scene above is typical: safety engineer 
P. F. Pickett (seated, second right) goes over 
a report on a current problem with plant 
supervisors. 

This service typifies the efforts constantly 
maintained by the Kemper Companies on 
behalf of policyholders. In fact, the companies 
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(American) Lumbermens Mutual Casualty Company of Illinois 
LNmeucan MOTORISTS INSURANCE COMPANY 
AMERICAN MANUFACTURERS muTuAL INSURANCE COMPANY 


endeavor to select as policyholders those who 
are interested in reducing losses. Prevention means 
savings for Kemper policyholders: the fewer 
losses, themore money is available for dividends. 

This philosophy of “protection means pre- 
vention’’—and savings—is a basic tenet of the 
Kemper Companies on such lines as Automo- 
bile, Fire, Workmens Compensation, General 
Liability, etc. As a result, the companies have 
paid dividends to policyholders since organiza- 
tion . . . thus lowering insurance costs. Fur- 
thermore, Kemper Insurance means _ policy- 
holders get local agency service, since the 
companies write exclusively through agents and 
brokers. For further details see your broker or 
the nearest representative of the companies 
listed below. 


Divisions 
of 
KEMPER 
Insurance 
Chicago, 
WISA. 
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RISK MANAGEMENT 


Ralph H. Blanchard 


Professor of Insurance 
Graduate School of Business 
Columbia University, New York City 


Chapter 35 of Mowbray and Blanchard, INSUR- 
ANCE, Fourth Edition; reprinted by permission. 
Copyright, 1955, McGraw Hill Company, Inc. 

‘Risk is a problem of manage- 
ment—in the affairs of the individ- 
ual, of the family, or of business. 
It has been neglected, but slowly 
it is achieving recognition, partic- 
ularly in business. 

The Field of Risk Management. 
Risk is all-pervasive. Everything 
one does, every situation in which 
one finds one’s self, involves per- 
sonal or family risk. Every activ- 
ity of a business, every business 
situation, involves risk. But it is 
proposed in this chapter to deal 
only with risk that can be isolated 
and dealt with as such. The dis- 
tinction here sought is between 
risk that is incurred by the indi- 
vidual or the business concern in 
the hope of reward and risk that 
is incidental to other activities or 
relationships. 

Admittedly the line of demarca- 
tion is difficult to draw, but there 
is a distinction. A business, for ex- 
ample, decides to develop a new 
product for which it hopes to find 
public acceptance. Money and time 
are invested in expectation of a 
return that will justify the invest- 
ment. The risk that the product 
will not sell, or that it cannot be 
produced in accordance with plans, 
is a business risk, incurred in the 
hope of satisfactory reward. Risk 
management is not concerned with 
this sort of risk. 

But in developing the new prod- 
uct and putting it on the market, 
buildings are erected and ma- 
chinery is purchased; workmen are 
employed; automobiles are put on 
the road; the whole complex of a 
business operation is set in motion. 
Aside from the project as a busi- 
ness venture, but incidental to it, 
is the entrepreneur’s risk of loss to 
his property by fire or other cas- 
ualty, of becoming liable for pay- 
ment of workmen’s-compensation 


benefits, of liability for injury 
caused by the operation of his cars. 
These are the risks with which risk 
management is concerned. 

Parallel examples may be drawn 
from individual and family life. A 
man purchases a yacht and pre- 
pares it for competition; he looks 
forward to winning races, his re- 
ward. His investment may turn 
out to be abortive; the yacht may 
be inferior to competing craft, or 
its owner lack the sailing skill 
necessary to win. He has incurred 
risk in search of satisfaction and 
perhaps has had in mind that the 
market value of a successful craft 
would be maintained or increased. 
But none of these items are part 
of his problem of dealing with risk 
as such. In this case his problems 
will be those of loss to the yacht 
by casualty and of liability for 
damage it may do. 

A family collectively agrees that 
a certain house will make a satis- 
factory home. But they find that 
what seemed eminently suited to 
their needs has become unsatisfac- 
tory. The family has outgrown the 
house; the father who had a posi- 
tion with a nearby business accepts 
a better opportunity at an incon- 
venient distance; other changes 
make it necessary to sell at a sacri- 
fice and meet the expenses of mov- 
ing and of equipping a new resi- 
dence. The risk of these happen- 
ings is inherent in family life, but 
again may be contrasted with the 
risk of loss to the house by fire or 
windstorm, of extra expense of liv- 
ing elsewhere while the house is 
being repaired, of liability for in- 
jury to the newsboy who trips over 
a roller skate left on the walk. 

Early Attitudes. Until the 1930’s 
little thought was given to risk as 
a specialized problem worthy of 
high-level consideration and plan- 
ning. Many businesses bought such 
insurance as was conventionally 
considered necessary or was sold 
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to them in one way or another. 
Otherwise intensely practical ex- 
ecutives abdicated their authority 
when questions of risk and insur- 
ance arose and left decisions to 
their brokers or agents, perhaps 
keeping some control over amounts 
expended in premiums. What rec- 
ords were kept and what planning 
was done were usually assigned to 
some minor figure in the office of 
the treasurer or the controller. But 
there was little analysis of the risk 
problem and little planning to meet 
it in detail. What was done can 
only be described as generally hap- 


‘These comments do not apply to marine 


insurance nor to some of the larger businesses 
that were pioneers in the recognition and 


management of risk. 
hazard. Much insurance was placed 


on the basis of friendship or finan- 
cial pressure. 

Insurance against loss of physical 
property by fire, and liability and 
required compensation insurance, 
with, occasionally, marine insur- 
ance and bonds were the common 
answers to the risk problem, though 
the cost of compensation insurance 
had developed considerable inter- 
est in accident prevention. 

The individual insured his prop- 
erty against loss by fire, at consid- 
erably less than its replacement 
cost; if he was prudent, he bought 
automobile insurance; and bought 
whatever life insurance he felt he 
could pay for or an agent could in- 
duce him to buy; in some cases he 
carried accident insurance and even 
health insurance. But he did not 
plan carefully to evaluate and 
meet the particular risks to which 
he and his family were exposed. 


Results of Neglect. The results of 
inattention to risk were what might 
have been expected. They became 
evident when losses occurred. In- 
adequate programs of prevention 
or insurance may coast along for 
considerable periods without giv- 
ing evidence of their inadequacy, 
if no loss or only minor losses oc- 
cur. It is only when an important 
loss occurs, or when a succession 
of minor losses adds up to a signifi- 
cant total, that the risk program is 
tested. 

In 1925, the National Retail Dry 
Goods Association set up an advis- 
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ory insurance department. The de- 
partment offered its services to 
survey the insurance problems and 
the insurance situations of its mem- 
bers. It was found, even in the case 
of otherwise competently managed 
enterprises, that managements had 
dealt with risk almost entirely 
by buying insurance. And _ their 
insurance reflected little careful 
planning. There were overinsurance 
and underinsurance; overlapping 
insurance and gaps that were not 
covered by insurance; excessive 
premiums at one point and un- 
wise economy or neglect at another. 
The surveys easily paid for them- 
selves in improved insurance pro- 
grams. 

Much the same situations existed 
elsewhere, and could probably be 
found today where consciousness 
of the risk problem or proper 
methods of dealing with it have not 
been developed. 


*Rise of the Risk Manager. 
There are now probably some 500 
full-time risk managers, though not 
usually designated by that title. A 
risk manager is more likely to be 
called insurance manager or man- 
ager of the insurance department. 
In the jargon of the trade he is 
often called insurance buyer; too 
often he limits himself to that func- 
tion. The term risk manager is 
adopted here to stress the full -and 
proper function in management of 
the person to whom is, or should 
be, assigned the responsibility of 
dealing with risk. The “insurance 
managers” who have understood 
their full function and who have 
attained their proper place in man- 
agement are dealing with the risk 
problem; insurance may be the 
principal means of meeting it but 
it is not the only means. Among 
full-time risk managers there are 
wide variations in status, authority, 
and staff, but the assignment at 
least indicates recognition of risk 
as a major problem. 

In many business firms, the prob- 
lem of risk has been recognized to 
the extent of assigning it to persons 
who are not made full-time risk 
managers but who are expected to 
give a large, or even a major, part 
of their attention to it. 

The opinion of one chief execu- 
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tive, an opinion that reflects his 
company’s actual policy, follows: 


Forward-looking management has long 
since come to look upon insurance [risk; 
as a specialized field far beyond the rou- 
tine purchase of policies of indemnifica- 
tion. The concept of assigning the func- 
tions of insurance management to an 
already over-burdened company official, 
such as the secretary, treasurer, or con- 
troller, is today just as far-fetched as 
would be the assigning of the legal or 
operating functions of the company to 
these same officials. Today, we thus have 
the full-time insurance executive heading 
a separate department in the corporate 
structure—a specialist to whom manage- 
ment can look for the analysis of risks 
to which its company’s physical plant 
is exposed, the selection of methods 
through which these risks may be re- 
duced or eliminated, and the procure- 
ment of such insurance contracts as will 
provide indemnification in the event 
these risks result in financial loss. 


*H. P. Liversidge, “What Management Ex- 
pects from an Insurance Department”, in 
“Operating Guides for the Corporate Insur- 
ance Buyer”. 

The “insurance management” men- 


tioned in this quotation is really 
risk management as conceived in 
this chapter, and it deals with risk 
problems extending well beyond 
those of the “physical plant.” 


Risk Managers’ Organizations. 
Evidence of the growth of the risk 
manager’s importance to business 
is found in the development of his 
organizations. 

Insurance Buyers of New York 
was organized in 1932. Its members 
were mostly risk managers of busi- 
nesses located in the New York 
Metropolitan area. In 1935, it gave 
way to Risk Research Institute, Inc., 
a national organization, with a 
chapter in New York which was 
the successor of the earlier organ- 
ization. Efforts to promote chap- 
ters in other parts of the coun- 
try were unsuccessful, and, in 
1951, the Institute was succeeded 
by the National Insurance Buyers 
Association, Inc., an Illinois corpo- 
ration, organized in 1950, with a 
chapter and headquarters in New 
York. The principal purposes of the 
Association are to promote close 
relations among insurance buyers, 
improve insurance protection, com- 
pile and distribute information, 
provide opportunity for discussion, 
and foster “a reasonably competi- 
tive insurance market.” It now has 
10 chapters in as many regions and 
is seeking to organize further local 
chapters. There are about eight 


managers’ organizations that are 
not members of the National As- 
sociation. 

In 1931, the Insurance Division of 
the American Management Associ- 
ation was organized and held its 
first conference. The inspiration for 
its founding came from a few risk 
managers, though its membership 
was, and still is, open to persons 
having insurance interests of any 
sort. As with other divisions of the 
Association, it offers a forum for 
the discussion of insurance ques- 
tions, but takes no position on any 
question and has no propaganda or 
legislative program. From meager 
beginnings and failure at first to 
engage the active interest of the 
insurance business, the Division 
has grown to large proportions and 
counts in its membership represen- 
tatives of all phases of insurance, 
though it is dominated by, and pri- 
marily serves, the risk manager. 
Two conferences are held each 
year, one in New York and one in 
the Middle West, which brings to- 
gether an increasingly large group 
for the discussion of questions of 
risk, almost wholly from the point 
of view of risk management. The 
Association also conducts ‘work- 
shop seminars” for the more inti- 
mate and intensive study of such 
questions. 


Other Agencies of Risk Manage- 
ment. Agents and Brokers. The 
highest-grade agencies and broker- 
age organizations render services 
in the management of risk com- 
patibles with their standing, main- 
taining engineering and even actu- 
arial departments for the benefit 
of their clients. But they are not a 
complete substitute for the risk 
manager and his staff, for no out- 
side organization can have his in- 
timate knowledge, give his contin- 
uous attention, have his specialized 
interest, nor so well develop 
and administer methods peculiarly 
adapted to his business. Further, 
agents or brokers can hardly be 
entirely objective in their attitude 
toward insurance and the varicus 
types of insurers. 

But this is not to say that the 
risk manager is a complete sub- 
stitute for the agent or broker. 
These middlemen can be, and are, 
of great service to him in supple- 
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menting and checking his own 
work. Often he will not have the 
resources to do the thorough job 
that a fully equipped department 
could do, and the help of the agent 
or broker will be invaluable. Their 
greatest service, however, is prob- 
ably in effecting the insurance that 
the risk manager seeks, in dealing 
with the insurance market. The 
largest brokerage organizations 
have offices in numerous centers, 
and the smaller organizations, as 
well as agencies, have national and 
international connections. The risk 
manager may not be in a position 
to know the market fully, and may 
deal direct with only a segment of 
it. 

Certain agents and brokers spe- 
cialize in handling particular types 
of risk, e.g., department stores or 
cotton, and are equipped to give 
specialized service. 


Independent Counsellors. A grow- 
ing business is that of insurance 
counsellor. The counsellor is an in- 
dependent adviser who offers his 
services for a fee, sometimes based 
on the saving in premiums that he 
effects for his client, but better and 
usually a definite amount. At his 
best, the counsellor is concerned 
with the whole risk problem, but 
he may limit his services to a con- 
sideration of insurance and to rec- 
ommendations for revising insur- 
ance programs. 

Insurance counsellors are em- 
ployed by business firms that are 
unable or unwilling to create the 
position of risk manager in their 
own organizations, and by firms 
that have such managers but con- 
sider an outside review to be de- 
sirable. 


Reason for Rise of Risk Manage- 
ment. Various reasons have con- 
tributed to the rise of risk manage- 
ment and of the risk manager. It 
is hard to say which have been 
most effective. 

Business units have increased no- 
tably in size and diversification 
over the years and, in spite of anti- 
trust laws, have spread their ac- 
tivities over national and interna- 
tional areas. Merely keeping in 
touch with the ramifications of a 
big business is a considerable task, 
to say nothing of evaluating its risk 


problems and dealing with them. 
Along with this expansion has gone 


increasing complexity, as large 
businesses have undertaken more 
of the services and _ production 
formerly secured from others. And 
relations with suppliers, consumers, 
employees, and government have 
become more complex. Each of 
these developments has carried 
with it new or changing aspects of 
risk. 

The hazards to which business is 
subject have multiplied. Physical 
hazards have changed and often 
increased with new materials and 
products, new processes, new ma- 
chinery, construction of plants in 
new locations, new methods of 
transportation, and the complicated 
processes of maintaining connec- 
tions between locations. Juridical 
hazards have likewise increased in 
number and intensity. Statutes 
have developed or created respon- 
sibilities; courts have become more 
liberal to plaintiffs; plaintiff’s law- 
yers have become more active and 
skilled; and the public is more 
given to asserting its rights, actual 
or imagined. 

As new ways for making ma- 
chines do the work of men are dis- 
covered and applied, investment in 
plant increases, and hence the im- 
portance of preserving plant from 
loss and providing for indemnity 
if loss comes. At the same time 
business is operated on smaller 
margins for profit and contingen- 
cies. Both the heavy cost of replac- 
ing physical assets and the limited 
availability of funds for doing so 
argue for increasing attention to 
risk and its results. The day of the 
entrepreneur who saw in the ashes 
of his plant an opportunity to make 
a new start and a new fortune is 
pretty well over. 

Meeting risk by preventive meth- 
ods has become the province of spe- 
cialized engineers, notably in the 
field of fire prevention and accident 
prevention, but elsewhere as well. 
The methods of the engineer must 
be utilized as far as practicable, and 
it is the risk manager’s job to de- 
termine such utilization. 


Insurers, insurance contracts, rat- 
ing methods—all have responded 
to these developments with devel- 
opments of their own. What was 
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once a matter of simple choice has 
become highly technical. 

And not least is the gradual de- 
velopment of the risk manager 
himself. With the employment of 
increasingly competent men to the 
position of risk manager, the ten- 
dency to give more careful and 
more productive attention to a spe- 
cialized responsibility, and the ex- 
change of ideas among practition- 
ers who recognize common prob- 
lems, the manager is achieving an 
understanding of his job and capa- 
bility in it that were formerly im- 
possible. 


*Functions of Risk Manager. The 
primary function of the risk man- 
ager is determination and analysis 
of the risks to which the business 


*While this discussion is in terms of business 


: it applies to any organization or person with 


sufficiently large interests to employ a risk 
manager. 
is exposed. He must learn in detail 


the nature and extent of his prob- 
lems and responsibility — what 
losses are possible. 

Logically his first thought should 
be of prevention of loss (including 
avoidance of risk), but he must 
recognize the necessity of protec- 
tion against the consquences of 
losses that are not prevented. Some 
losses cannot be prevented, at least 
within the limits of practicality, 
but to the extent that this end can 
be achieved the problem is solved. 

The manager must have evalua- 
tions of possible losses, whether 
made by himself, by another de- 
partment, or by outside consult- 
ants. This is not simply a matter of 
determining the value of tangible 
property; it goes much further. In 
the case of physical property, the 
question to be answered is, what 
would the business lose if the prop- 
erty were destroyed? The loss 
might be zero, if the property were 
surplus that need not be replaced; 
or it might be more than the depre- 
ciated replacement cost, if it would 
be replaced with a new structure 
no better for use than the old one. 
He must determine the possible 
loss if a casualty forced a shut- 
down; the loss that would result 
from the disability or death of a 
key executive or specialist; amounts 
subject to embezzlement or bur- 
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(Continued from page 23) 
glary. He must recognize that some 
possible losses are incapable of ad- 
vance evaluation, such as those due 
to liability for damages on account 
of bodily injury or for workmen’s 
compensation. 

Faced with possible loss he must 
decide whether to ignore it, take 
steps to prevent it, deal with it as 
an expected part of expenses of op- 
eration, make financial preparation 
to meet it through self-insurance, 
or insure against it. He may decide 
to adopt one of these methods or a 
combination of more than one. In 
any case, he must plan and admin- 
ister his choice of method and be 
prepared to justify it. 

To the extent that he decides to 
insure against loss, and insurance 
will be the answer to a large share 
of his problems, he will have ques- 
tions of types of insurance, con- 
tract provisions, amounts of in- 
surance, types of insurer, individ- 
ual insurers, use of middlemen, and 
rating plans. When losses occur, he 
will have the responsibility of con- 
ducting adjustments. 

As an aid to, and for the purpose 
of reporting on, his operations the 
risk manager must maintain ac- 
counting and statistical records. He 
should be able to check the results 
of his decisions and activities as a 
guide to future operation; he should 
allocate costs to departments or 
functions of his firm; he needs rec- 
ords to assure efficient day-to-day 
functioning of his own department. 


Principles of Risk Management. 
In the devlopment of risk manage- 
ment too little attention has been 
paid to principles — to theory, a 
much maligned word, in such dis- 
grace as almost to put a ban on 
thinking. Dismissal of an idea as 
“theoretical” or “all right in theory 
but it won’t work in practice” is 
often no more than a refusal to 
think beyond what is being done, 
or what can shortly be done. There 
is great need for careful working 


out of principles to serve-as a guide © 


to the conduct of risk management, 
as ideals toward which to work, in 
full appreciation of the limited pos- 
sibilities of particular situations. 
There has been little, if any, at- 
tempt to set down these principles, 
though many may be conscious of 
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them or may unconsciously follow 
them. In the following paragraphs 
certain outstanding principles will 
be stated categorically for the sake 
of simplicity and because of limited 
space. 


The Point of View of the Loss. 
All questions of risk should be con- 
sidered primarily from the point of 
view of the possible loss, tangible 
on intangible. What would be its 
results? How important would it 
be? What can be done to guard 
against its occurrence or to mitigate 
its effects? These and many more 
detailed questions can best be an- 
swered by assuming that the loss 
has occurred and asking one’s self 
what ought to have been done. 


Possibilities vs. Probabilities. 
The prime consideration in assess- 
ing the importance of a risk and 
determining the attention that 
should be given to it is the possibil- 
ity of loss connected with it. A loss 
might be highly probable but of 
little consequence; the probability 
of another loss might be slight but 
should it happen, the consequences 
would be disastrous. It is with pos- 
sible consequences that the risk 
manager should be particularly 
concerned, whether the degree of 
probability is high or low. For ex- 
ample, the probability of failure of 
electric power supplied by a public 
utility through underground cables 
in a city is slight, but if failure 
would result in the loss of highly 
valuable production dependent on 
temperature control, the risk of 
failure demands attention. In some 
cases the degree of probability may 
be high and the possible conse- 
quences serious, as is true of indus- 
trial accidents in a coal mine; again 
it is the consequences that primar- 
ily condition their importance as a 
matter of risk management. The 
basic duty of the risk manager is 
to conserve the assets, actual and 
potential, of the business that em- 
ploys him. 


Prevention. There is a prima- 
facie case for preventing (including 
avoiding) loss. To the extent that 
loss is prevented, the risk problem 
is eliminated or mitigated. And 
when loss occurs, the best indem- 
nity that can be provided is likely 
to be inadequate, particularly in 


the case of a successful going con- 
concern. Loss should be prevented 
to the extent that prevention is 
practical. Often there is a direct 
measure of practicality in a com- 
parison of the cost of prevention 
and resulting reduction in the cost 
of insurance, or in experienced 
reduction in losses borne’ by 
the business itself. But much of 
the determination of what pre- 
ventive effort is practical is a mat- 
ter of judgment, for not all sav- 
ings from prevention can be meas- 
ured, for example, the effect of a 
low industrial accident rate on em- 
ployee morale or the relations with 
customers maintained by uninter- 
rupted supply of a product. 


Self-insurance and Noninsurance. 
Considered from the point of view 
of risk bearing, only those risks the 
results of which might be financial- 
ly embarrassing should be trans- 
ferred to an insurer. Losses that 
can be so closely estimated that the 
business can bear them itself, either 
through self-insurance or by ab- 
sorbing them in operating costs 
without advance provision, should 
not be insured against. This prin- 
ciple is subject to numerous qual- 
ifications. A firm may insure risks 
that it could perfectly well bear it- 
self, not so much to protect itself 
against financial loss as to secure 
the service that accompanies the 
insurance. Or as a matter of busi- 
ness policy it may prefer to turn 
over settlement of claims to an in- 
surer. In some cases risk bearing 
may be divided, losses beyond those 
that the business bears itself being 
insured against. A firm might de- 
cide that it could bear up to $50,000 
of workmen’s-compensation losses 
in any one year and might insure 
only against losses in excess of that 
amount. Or it might bear the first 
$5000 of any one loss from fire or 
any of the causes of loss covered 
by the extended coverage endorse- 
ment. 


How Much Insurance? Full insur- 
ance, from the point of view of the 
insured, is the amount that would 
indemnify the insured’s real loss, 
which may or may not be the loss 
that he could collect under the 
terms of an insurance contract. The 
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point can best be made by illustra- 
tion. A firm has cut the timber on 
a tract of woodland and has manu- 
factured lumber which it has 
shipped to distributing centers. It 
had been necessary to erect build- 
ings for the accommodation of the 
workmen on the project, buildings 
which are now abandoned and 
which would not be replaced were 
they destroyed. Their destruction 
would involve no real loss to the 
firm, and they should therefore not 
be insured. At the other extreme, 
a firm owns a warehouse that is es- 
sential to its operations. No funds 
have been accumulated to offset 
depreciation of the building. Were 
it destroyed a new building of the 
same design and construction would 
be immediately needed. Full in- 
surance against real loss would 
equal the cost of replacement new 
of the building, plus any extra ex- 
penses incurred for a _ substitute 
warehouse. Or a man owns an old 
barn in the country which he uses 
to house his car. It would cost 
$8000 to replace it, allowing for de- 
preciation, but he would actually 
replace it with a garage that would 
cost $4,000 new. Full insurance 
would amount to $4,000.* 


*The insured should consider what he may 
collect. An average, or other, clause in an insur- 
ance contract may make it necessary to carry 
more insurance than the amount of the pos- 
sible real loss. 


Insurance against other than real 
loss is not a “good gamble.” Assum- 
ing that premium rates are ac- 
curate (and few insureds are in a 
position to know otherwise), the 
odds are always against the insured, 
since insurers must collect more in 
premiums (often twice as much) 
than they expect to pay out in 
losses. 


But what of situations where 
there is no definite limit to the 
amount of one’s possible real loss, 
as in the case of liability for dam- 
ages on account of bodily injury 
to others? There has been much 
discussion of “safe” limits of insur- 
ance, but the only full insurance 
in this case would be unlimited in- 
surance. It can only be said that, 
the higher the limits of insurance, 
the more nearly adequate the pro- 
tection. 
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Personal Insurance. The term 
“personal insurance” is used to 
mean insurance used in personal, 
as distinguished from business or 
professional, affairs; and also to 
mean insurance having to do with 
the “person” as distinguished from 
property. In the latter category are 
life insurance and disability insur- 
ance. 

So far as property, tangible, or 
intangible is concerned, the basic 
principles applicable to personal 
insurance are the same as those 
applicable to insurance as used in 
business. But matters of taste and 
sentiment enter to a much greater 
degree; concepts of necessities vary 
greatly between persons. A_bus!- 
ness firm might consider only effi- 
ciency in deciding what its real 
loss would be; an individual migh 
be influenced by his taste or his 
desire to please his family. He 
might want to replace an unused 
old building because it was on his 
homestead when he was a boy; he 
might want to repair or replace a 
large house even after it repre- 
sented a luxury rather than a 
necessity. 

As to personal insurance in the 
narrower sense, the principles again 
apply, but since such insurance is 
not subject to the limitations of 
the indemnity concept it lends it- 
self to less restricted use. And since 
precise measurement of the possi- 
bilities of loss, both financial and 
emotional, is generally impossible, 
it is difficult exactly to adjust in- 
surance to needs. One’s decision 
must be based on what one desires, 
what one’s duty is, and what one 
is willing and able to pay for. The 
working out of a plan of life and 
disability insurance is called pro- 
gramming, an activity that has de- 
veloped greatly in recent years. It 
is so intimately related to other 
methods of caring for one’s self 
and one’s family that it has be- 
come part of the broader activity of 
estate planning. As such it may 
well call for the services of the ac- 
countant, the trust officer, and the 
lawyer, as well as the life and dis- 
ability insurance agent. 

It is important for the individual 
considering insurance to remember 
that insurance is not something 
good in itself; that it is a financial 


tool useful only for the purposes 
to which it is adapted; that no par- 
ticular type of contract is, in it- 
self, better than any other; that the 
best contract is the one that ac- 
complishes as nearly as may be 
what one desires to accomplish by 
this means; and that one’s ability 
to maintain an insurance program 
is limited by one’s ability to pay 
for it. 

It may be taken as axiomatic that 
complete satisfaction by insurance 
of all one’s reasonable financial de- 
sires is beyond one’s means. But it 
is well to set down those desires 
and learn how they might be cov- 
ered by insurance and at what cost. 
One needs then to decide what 
amount may properly be allocated 
to buying insurance, disregarding 
the easy rules that seldom fit the 
particular situation. The ideal pro- 
gram will have to be cut to size in 
terms both of the importance of the 
individual items and the money 
available. For example, one might 
desire to provide life insurance 
that, after giving consideration to 
other reliable resources, would 
maintain one’s widow in the style 
to which she had become accus- 
tomed, see each of three children 
through college, pay off a mortgage 
on one’s home, and meet the extra 
expenses incident to one’s death 
and the reorientation of the family. 
But the premium for that amount 
of insurance might be beyond one’s 
means. Presumably the provision 
for the children, to take one ex- 
ample, would be cut more drastic- 
ally than the provision for the 
widow. What might represent dis- 
comfort for them might mean suf- 
fering for her; they could earn their 
own way, at least in part, while she 
might not be able to do so. Or, the 
demands of duty (if any) satisfied, 
adjustment might be made in terms 
of personal feeling—less might be 
done for a disliked member of the 
family than for one who command- 
ed affection. Solution of these prob- 
lems is not simple nor subject to 
formulas. 


Disability insurance is basically 
more important than life insurance. 
The cutting off of income by disa- 
bility and the extra expenses in 
curred because of it may well be 
more serious than the results of 
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death. For a person without family 
or other obligations, the case is 
clear. But even if there is a consid- 
erable family, the financial situa- 
ion is worse if the income pro- 
ucer is disabled than if he dies. 
He must be maintained and cared 
for, surely a financial drain and 
usually requiring time and atten- 
tion from other members of the 
family. And disability may defeat 
the life-insurance program unless 
it is covered by a waiver-of-premi- 
um disability clause in the life- 
insurance contract. 


Difficulties in Applying Princi- 
ples. These statements of principle 
may meet objections couched in 
such terms as “theoretical,” “im- 
practical,’ “unrealistic.” If the 
statements were offered as indica- 
tions of what a risk manager should 
be able to do immediately or even 
over a considerable period, the ob- 
jections would often be valid. But 
the statements are intended only 
as guides, as indications of ends 
toward which to work where their 
application is now impossible or 
impracticable. And, like all general 
statements, they would be subject 
o modification in individual cases. 
The broad point is that the man- 
ager should set up guiding princi- 
ples regardless of immediate possi- 
bilities, and regardless of the ne- 
cessity of trimming his sails to the 
current situation. 


Qualifications of a Risk Manager. 
Without rehearsing the general 


qualifications of a person for suc- 
cess in any job—common sense, 
imagination, persuasiveness, and 
what not—certain specific qualifi- 
cations for the job of insurance 
manager may be cited. The fields 
in which competence or under- 
standing are most useful are en- 
gineering, law, statistics, account- 
ing, mathematics, and of course, 
insurance. 


Problems of the Risk Manager. 
Certain problems are found in risk 
management aside from those of 
the manager’s internal direction of 
his department. Some of them are 
reflections of the present state of 
this particular job; some of them 
are inherent. 


‘Recognition. One of the problems 
is that of recognition by executives 
of the importance of risk manage- 
ment, and the need of high-grade 
personnel and adequate organiza- 
tion for its conduct. Such recogni- 
tion is growing, but too many of 
top management look on the job 
as one of “buying insurance” and 
keeping track of insurance policies. 


‘One form of recognition that is often diff- 
cult to get is that implied in appropriation of 
adequate funds. 

Authority. Authority and respon- 
sibility are essential to efficient op- 
eration of any department, and risk 
management is no exception. The 
manager should be held strictly 
accountable for results, but he 
should have the authority to get 
the results. Too often, he must refer 


matters of detail administration to 
superior officers for approval—and 
too often the decisions in accord- 
ance with which he must work are 
inexpert or even influenced by per- 
sonal considerations. The manager 
needs authority not only to deal 
with outside interests, such an in- 
surers and insurance intermedi- 
aries, but authority to set up regu- 
lations and secure information 
within the firm’s own organization. 


Cooperation. Requiring, as his 
work does, an intimate knowledge 
of the entire plant, operations, and 
projects of the business, the risk 
manager needs the cooperation of 
the personnel of all departments in 
furnishing him with information, 
in carrying out his regulations, and 
in discussing with him the risk as- 
pects of their work. All proposed 
contract forms should go over his 
desk for consideration—to detect, 
for example, assumption of liability 
as part of the contract and to see 
that it is eliminated or that proper 
action is taken to meet, the risk 
that it entails. All plans for new 
construction, new processes, or the 
the use of new material should 
come to him. He should be thor- 
oughly acquainted with all details 
of plant and operations. Accidents, 
regardless of their seeming degree 
of importance, should be reported 
to him. All of this he can have only 
as the result of mutual understand- 
ing and of ready cooperation be- 
tween his department and other 

(Continued on page 28) 
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departments — and other depart- 
ments need to realize the import- 
ance of the risk problem and the 
usefulness of risk management. 


“Knowledge and Theory. Risk 
management is, if not in its infancy, 
at most adolescent. Development 
of the knowledge and the princi- 
ples essential to bring it to matur- 
ity is one of its genuine problems. 
Risk managers should be able to 
solve the problem if top manage- 
ment takes the attitude of the 


writer of the following: 

We encourage our insurance admin- 
istrator and his key assistants to be 
active in insurance groups, to serve on 
insurance committees, and to attend in- 


Department is in a particularly favor- 
able postion to obtain full and com- 
plete information on all serious fire and 
explosion accidents occurring through- 
out the country. Very often, personal 
visits are made to the scene of such an 
occurrence. A thorough examination of 
the cause of the disaster and the result- 
ing damages, and a study of similar 
conditions in our own company can 
develop recommended changes in oper- 
ating routines, the adoption of appropri- 
ate protective devices, or the correction 
of potential construction deficiencies. 


“H. P. Liversidge. op. cit.. pp. 7. 8. 


“Recognition of Demand for In- 
surance. A favorite answer to sug- 
gestions for new, and particularly 
for radically different, methods of 
insurance is, “There’s no demand 
for it.” In addition to the obvious 
comment that the offering of an 


improvement normally precedes 
demand, it is often the case that 
insurers (and others) fail, perhaps 
wilfully, to hear the demand. Risk 
managers naturally develop ideas 
of new ways of dealing with risk, 
including new ideas on insurance. 
Part of their job is to find a market 
for their ideas and to secure the in- 
surance contracts and methods that 
they seek. Gradually, through dis- 
cussion and competition, the lead- 
ing managers are getting insurance 
more closely adjusted to their 
needs, and the less able are profit- 
ing by these developments. It is 
only fair to note that insurance in- 
termediaries are often valuable 
allies in these endeavors. 


*This has been particularly true of the de- 
velopment of business-interruption insurance. 


The Future of Risk Management. 
All signs point to increased rec- 
ognition and acceptance of the risk 
manager by management in gen- 
eral, by insurers, and by insurance 
intermediaries. And the growing 
importance of risk as an element in 
business, the emphasis on security, 
the development of prevention, and 
the widening use of risk-bearing 
devices, all suggest that risk man- 
agement will become a major de- 
partment of business activity. A 
similar evolution in the affairs of 
the individual and the family sug- 
gest a parallel result in the business 
of living. 


Professor Greene Addresses 
Mid-West Group 

Professor Mark R. Greene, Asst. 
Professor of Marketing and Insur- 
ance Department of Washington 
University of St. Louis, was the 
principal speaker at the March 
17th meeting of the Mid-West In- 
surance Buyers Association, Inc., 
Professor Greene’s subject was 
“Economics of Risk Management.” 


The only thing that the modern obste- 
trician has in common with the tradi- 
tional stork is the size of his bill. 

* * * 

Horse power was a lot safer when the 
horses had it. 

* * * 

Courtship—The period during which 
the girl decides whether or not she can 
do any better. 

* * * 

We understand that you can now buy 

dish towels marked “His” and “Hers”. 
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NIBA Directors’ Meeting 
Set for May 3, 1955 


As a result of a poll of NIBA 
Directors as to date preferred for 
spring meeting, the date has been 
set for May 3rd, 7:00 P.M., Hotel 
Statler. Formal notification and 
agenda for this meeting are being 
sent to all Directors and Chapter 
Presidents. 


IWU Professor 
To Get Doctorate 


Wayne Snider, associate profes- 
sor of business at Illinois Wesleyan 
University and a member of th 
Central Illinois Insurance Managers 
Association, NIBA affilliate, will re- 
ceive his doctor’s degree from the 
University of Pennsylvania, Phila- 
delphia, February 12. Mr. Snider’s 
thesis was on “Investment in Com- 
mercial Real Estate by Life Insur- 
ance Companies.” He studied for 
his Ph.D. while on a fellowship 
granted by the S. S. Huebner Foun- 
dation which is located on the Penn- 
sylvania campus. Dean William 
T. Beadles of Illinois Wesleyan was 
one of the first persons to receive a 
fellowship from the Huebner Foun- 
dation. 

Last summer Mr. Snider did re- 
search on insurance operations 
while on a fellowship granted by 
the American Association of Uni- 
versity Teachers of Insurance. Ap- 
pointed associate professor of insur- 
ance at IWU last September, Mr. 
Snider teaches courses in insurance 
and conducts the chartered prop- 
erty and casualty underwriter 
course for local underwriters. 


He taught for 4 vears at the Uni- 
versity of Washington and was as- 
sistant to the Washington director 
of the budget for one year. Mr. 
Snider belongs to Pi Kappa Phi. 
social fraternity; Alpha Kappa Psi, 
professional fraternity in com- 
merce; Beta Gamma Sigma, busi- 
ness honorary; Phi Beta Kappa; 
and American Economic Associa- 
tion and American Association of 
University Teachers of Insurance. 


JOIN AND SERVE 
THE RED CROSS 


DRIVE SAFELY 

THE LIFE YOU 

SAVE—COULD BE 
YOUR OWN 
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Don’t open until Christmas! 


The mountains in the Philippines north of Manila are a 
mile high — the roads, rough! Monsoon rains cut visi- 


bility to only a few feet. 


A salesman, with 300 miles to drive before nightfall, 
grazed a native cart. He was jailed. It happened on 


December 23. 


His frantic wire to his insurance company came when 
transportation was already over-booked by holiday 
travelers. Yet, the agent got there within a few hours 

and settled the claim on the spot. He 


had chartered a private plane to get the 
salesman home to Manila for Christmas! 


INSURANCE AND REINSURANCE WORLD-WIDE 


That insurance agent was an American International 
Underwriters representative. AIU delivers prompt, effi- 
cient, friendly service just about everywhere on earth. 
Policies are written in terms which provide broad cover- 
age and still conform to the insurance laws and customs 
of the country concerned. Payment of claims is made in 
the same currency as the premium — in U. S. dollars if 
local regulations permit. 


Financial stability is assured by the strength and 
security of leading insurance companies in the United 
States. A simple phone call to your own insurance broker 
will place AIU’s vast experience at your service. Or call 
AIU direct. Why not do it now? 


American International Underwriters companies 


OFFICES IN 
Antwerp—38 Avenue de France 
Bangkok—1169 New Road 
Beirut—Lazarieh Building, 
Emir Bechir Street 
Berlin—138 Clay-Allee, Berlin-Dahlem 
Bermuda—Woodbourne Bldg., Hamilton 
Bogota—Edificio de la Bolsa 
Bonn—Room 116, Wg. 6, Bldg. 6, 
Mehlem Ave., Bad Godesberg 
Boston—148 State Street 
Bremerhaven—Building F., 
Barkenhausenstrasse 14 
Brussels—50 Avenue des Arts 
Buenos Aires—Avenida Roque 
Saenz Pena, 648 
Caracas—Edificio Karam, 
Ibarras a Pelota 
Casablanca—l1, Avenue de la 
Republique 
Cebu—Osmena Building 
Chicago—208 South La Salle Street 
Chittagong—Sadarghat Road 
Dacca—Zafar Omar Bldg., 
7 Motyheel Road, Rama 
Dallas—2006 Bryan Street 
Detroit—Free Press Building 


Frankfurt /Main—2 Mainzer Landstrasse 

Frankfurt /Main—Rossmarkt 14 

Fukuoka—47 5-chome Watanabedori 

Hanoi—-8 Rue My-quoc 

Hav ana-—Obispo 306 

Hong Kong—12-14 Queens Road Central 

Houston—1619 Melrose Building 

Kanazawa—25 Ichibancho Mishimachi 

Karachi-Nadir House, McLeod Road 

Kobe—32 3-chome Kaigandori Ikutaku 

Kuala Lumpur—Loke Yew Building 

Ky oto—Matsubara-agaru 
Karasumarudori Shimogyoku 

Lahore—Laxmi Mansions, 49 The Mall 

London—46 Moorgate, E. C. 2 

Los Angeles—612 South Flower Street 

Manila—153-155 Juan Luna Street 

Mexico City—Avenida Juarez 28 

Milan—Via dei Giardini 7 

Munich—18 Moehlstrasse 

Nagoya—117 2-chome Miyukihonmachi, 
Naka-Ku 

Naha—C.P.O. Box 56 

New Orleans—831 Whitney Bank Bldg. 

New York—102 Maiden Lane 


Osaka—25 4-chome Doshomachi Sao Paulo—Rua Libero Badaro 152 
Higashiku Seattle—811-814 White Building 
Paris—52 Rue St. Lazare Seoul—Bando Hotel 


Paris—7 Place Vendome Shizuoka—15 4-banchi 1-chome 
Penang—2A Church Street Ghaut 


Ry ogacch 
Phnompenh—5 Quai de Verneville 
Singapore—Finlayson House, 
Rangoon—555 Merchant Street 
Raffles Quai 


Rio de Janeiro—Edificio Seguradoras, x 
Rua Senador Dantas 74 Tangier—18 Rue San Luear 


Rome—Via delle Terme di Tokyo—8 2-chome Ohotemachi 
Diocleziano, 75 Chiyodaku 

Saigon—15 Rue Lefebvre Washington, D. C.—312 Barr Building 

San Francisco—206 Sansome Street Yokohama—Nishida Building, Naka-Ku 


AGENCIES IN 
Agana, Alexandria, Amsterdam, Asuncion, Athens, Balboa, Barquisimeto, Barran- 
quilla, Basse-Terre, Bridgetown, Cabanatuan, Cairo, Cartagena, Charlotte Amalie, 
Christiansted, Colombo, Ciudad Bolivar, Ciudad Trujillo, Davao, Djakarta, George- 
town, Guatemala City, Guayaquil, Hamburg, Hoilo, Jesselton, Kingston, Kuching, 
La Ceiba, La Paz, Legaspi, Macao, Madrid, Managua, Maracaibo, Mayaguez, 
Medellin, Miri, Naga, Nassau, Oranjestad, Panama City, Papeete, Paramaribo, 
Ponce, Port-au-Prince, Port-of-Spain, Port Said, Puerto Cabello, Puerto La Cruz, 
Pusan, Rangoon, Rotterdam, Samar, Sandakan, San Juan, San Pedro Sula, San 
Salvador, Sarikei, Sibu, St. Nicholas, St. Thomas, Tacloban, Tawau, Tegucigalpa, 
Valencia, Willemstad, Zamboanga. 
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